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PEOMOTION  OE  TEADE  IN  CHINA. 


TUESDAY,  MAT  10,  1921. 

United  States  Senate, 

SUBCOMMrrT££  ON  THE  Jl^DICIARY, 

Washington,  D.  C. 

The  subcommittee  met  pursuant  to  call  at  8  o'clock  p.  m.  in  the  room  of  the 
Committee  on  Interstate  Commerce,  Capitol,  Seimtor  Cummins  (chairman  of 
the  subcommittee)  presiding:. 

Present :  Senators  Cummins,  Brandegee,  and  Walsh  of  Montana,  members  of 
the  subcommittee.  ■ 

Present  also:  Senators  Chamberlain  and  Jones  of  Washington,  and  R^re- 
sentative  Dyer  of  Missouri. 

Presait  also:  The  Secretary  of  Commerce,  Hon.  Herbert  Hoover,  and  Mr. 
John  Van  A.  MacMurray,  Chief  of  Division  of  Far  Eastern  AfEairs,  Department 
of  State. 

The  subcommittee  then  proceeded  to  the  consideration  of  H.  H.  4810,  title  of 
which  is  as  follows :  "An  act  to  authorize  the  incorporation  of  companies  to  pro- 
mote trade  in  Thina." 

Senator  CuMMI^s.  The  subcommittee  will  be  in  order.  The  subcommittee  has 
met  to  hear  further  upon  the  bill  introduced  by  the  Senator  from  Washington, 
Mr.  Jones,  and  the  House  bill  introduced  by  Mr.  Dyer,  wh!ch  has  passed  the 
House  and  is  now  before  our  Committee  on  the  Judiciary.  The  hearing  \v:ll  so 
far  as  possible  be  in  continuation  of  a  hearing  held  upon  a  similar  bill  on  tlie 
25th  of  February,  1921,  and  while  we  can  not  expect  tliat  there  will  not  be  some 
duplication  I  hope  it  will  be  reduced  to  its  minimum. 

Senator  Jones,  we  look  upon  you  as  having  this  naratter  in  charge-  Whom 
\vill  you  have  called  before  us?        ,  . 

STATEMENT  OF  HON,  WESLEY  L.  JONES,  UNITED  STATES  SBNATOS 

FBOM  THE  STATE  OF  WASHZNCKTON. 

Senator  Jones.  ]Mr.  Chairman,  I  want  to  ask  first  that  you  really  consider 
H.  R.  4810,  as  that  bill  covers  the  same  subject  as  the  one  I  introduced,  and 
that  bill  having  passed  the  House  I  will  ask  the  committee  to  consider  it. 

The  Chairman.  Yes;  the  committee  will  act  ui)on  the  House  bill  rather  than 
upon  the  Senate  bill,  because  that  will  bring  the  matter  to  an  end. 

Senator  Jon£s.  Mr.  Chairman,  I  shall  have  to  leave  in  just  a  moment  and  I 
am  not  going  to  discuss  the  bill,  because  th^re  are  others  here  who  Mdll  take  up 
the  different  phases  of  it.  Mr.  MacMurray,  of  the  State  Department,  is  here, 
and  I  suggest  that  he  be  heard  first.  Mr.  Powell  and  Senator  Cliamberlain  will 
arrange  about  the  order  in  which  the  other  witnesses  will  appear,  unless  th^ 
committee  has  some  special  desire.   I  suggest  that  you  hear  Mr.  MacMurray. 

Senator  Cummins.  I  hope  all  the  witnesses  will  remember  that  our  time  is 
somewhat  limited,  and  while  we  want  to  hear  everything  that  is  material  we 
hope  it  will  be  compressed  as  much  as  possible. 

Senator  Jones.  I  think  that  will  be  dme. 

■ 

STATEMENT  OF  MB.  JOHN  VAN  A.  MacMURRAY,  CHIEF  OF  DIVI- 
SION OF  FAB  EASTEBN  AFFAIBS,  DEFABTMENT  OF  STATE. 

The  Chairman.  We  will  assume,  Mr.  MacMurray,  that  you  have  something  to 
say  upon  this  subject,  and  if  you  will  just  discuss  it  in  your  owji  way  we  will  be 
glad  to  hear  you.  .  * 
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M\\  Ma(  .MruKAv.  Mr.  <  iiairmaii,  1  wnfess  to  not  having:  followed  this  matter 
heUnw  JUKI  I  ilo  not  know  uium  just  what  points  you  wish  to  touch,  hut  may  I 
present  it  as  it  ai»i»ears  to  one  who  was  connected  with  the  legation  in  China  for 
some  time  and  who  felt  very  constantly  an<l  pressinjcly  the  need  of  some  sort  of 
legislation  which  wonhl  ho  nnif«)nn  and  easily  ascei  tainnble  and  would  enable 
American  firms  to  do  Inisiness  there  in  tlie  same  way  that  a  good  many  competing 
rati<»nal  tirms  ilo. 

Of  (Mnnse.  tlie  fundamental  fa<-t  alxMit  it  all  is  thnt  in  (Miina  we  enj<»y  extra- 
territorial riuhrs  by  treaty.  That  tutsans  that  our  citizens  and  t)nr  eori>oratious 
are  wholly  and  r(»ini»letely  subject  to  American  jurisdiction  and  unienalde  only 
to  AuHMican  law.  In  <u*(ier  to  carry  ow  in  Cluna  at  all  a  Juristic  person  must 
inc<nporate  itself  under  some  liind  of  American  law,  unless  it  is  to  forego  that 
protection  that  we  have  hy  treaty  and  put  itself  under  a  foreign  flag— Chinese, 
British,  Japanese,  or  whatever  it  may  be. 

The  only  American  laws  under  which  they  could  incort»orate  have  been  those 
of  the  respective  States.  More  recently  the  Ignited  States  Court  for  (Miina  has 
held  that  an  Alaska  statute  hi  rej^artl  to  incorporation  wotdd  serve  the  purpose. 
The  decision  of  tla^  c<uirt  in  Shanghai  has  never  been  brought  judicially  into 
question:  it  is  the  fact,  however,  that  in  the  minds  of  a  .irood  many  Americans 
whn  are  interested  in  business  there  there  is,  frankly,  a  <Umht  whether  that 
ruliuir  of  the  coiut  woiUd  be  sustained  on  appeal. 

Senati»r  Walsh.  What  is  the  ruling  you  rrfer  to? 

Mr.  MAcMxTffiAY.  That  a  certain  Ala£^a  statute  is  applicaWe  to  the  China 
jurisdiction.  There  has  therefore  been  consl^eraWe  hesitation  on  the  part  of 
Americans  wishing  to  IncoriKjrate  for  Chhm  purposes  al)out  putting'  themselves 
nnder  tliat  Alaska  statute,  for  fear  tliat  it  mijrht  be  declared  not  api)licable. 

Senator  (M'mmixs.  Wliy  Alaska,  rather  than  one  of  the  States? 

Mr.  M.uMt  KUAV.  r.ecause  the  Alaska  law  was  a  Federal  law.  The  laws  wluch 
thi*  Uevised  Statutes  make  ai)plicable  to  the  (^hinese  jurisdiction  are.  tirst  of  all, 
the  statutes  of  the  Tnited  States.  For  that  reason,  the  c<mi-t  held  that  a  terrl- 
toiial  law  enacted  hv  the  I'ederal  (loverunient  would  apply. 

Senat<a  (  i  aimi.xs.  Do  you  mean  that  a  c(»rporation  organlml  itnder  one  of 
the  States  to  do  lirsiness  in  nhina  would  n<»t  he  entltle«l  to  the  jurlstliction  of 
the  rnitai  States  Court  for  (Ihina? 

Mr.  MAcMrRKAY.  Pnnlon  nie,  Senat<u':  I  am  afraid  I  nnsiniderstand  your 
duestion.  It  wotdd,  of  course.  But  the  effect  of  the  rourt's  decision  was  to 
create  the  Alaska  law  as  the  nearest  thiuf^  to  a  Federal  law  that  we  have. 

Senator  CrvMixs.  That  is  a  psycholoKieal  matter  rather  tlian  a  lejjal  n»atter. 

Mr  M  vrtluRK^v.  Tt  is  really  psych* dofrical,  of  course.  It  is  really  open  to 
any, me  to  iucorpi»rate  under  the  laws  of  Delaware  or  New  York  or  any  other 

^^Senatoi  Walsh.  Was  some  dispositiiMi  shown  to  Incorporate  under  the  Alaska 

^^Mr!  MacMvkkay.  No,  As  I  say,  Semitor,  tlie  feelimx  w^s  one  of  dtwht  m  to 
whether  that  decision  of  the  court  un^M  not  be  overrule*!. 

Senator  AVai.sh.  What  I  mean  is,  is  there  a  feelinjr  there  that  it  the  Alaslta 
Htatute  wouhl  authorize  tlu»  (U-iranization  of  a  corixu-atnni  ti>  uo  busuicss  there 
that  is  to  say.  if  it  wouhl  l»e  convenient— would  there  be  a  disiK»sitn»n  to  uicor- 
p<u-ate  nnder  the  Alaska  statute? 

Air  AI\c:MrKu\Y.  T  thiidv  probably  there  would  be. 

Senat(u  A\  Ai  sH.  IWiause  the  foundation  is  the  Fetleral  statute  rather  than 

""'^Alr  ^Vv\''^hi^^^^^^  Yes;  and  the  court  in  applying  that  statute  lield  that  re^ris- 
tration  nujrht  actually  be  accomplialie^l  in  <!hina.  That  is  the  great  inunt  of 
convenience  about  <he  Alasi^a  statute.  .  ^  ^ 

Seuat4>r  Walsh.  T  do  not  miderstand  what  you  mean  bv  iv-istrat  on. 

Mr  Mv(  AIi-i:k\v  The  registration  <.f  the  <orporation— the  formalities  Jdtend- 
in-  ii  '  The  Maska  lav  reipiired  certain  f.-rmailties.  tlu^  registration  of  the 
nrTiele.  .1  incurporal  nM.  and  provided  that  it  should  be  ^^^^J J^«rf  J^^^^ 
.rotten  the  exa<  t  terms  of  the  statute,  but  I  think  with 

of     e  \  M  rih>rv.  for  which  puri>ose  the  Unite<l  States  Court  f »;  ^f^^J 
hat  he  leuation  wouhl  l>e  the  equivalent  in  applying  that  statute  to  the  una 
jurisdiction.    You  see,  it  was  carrying  that  over  by  analogy  into  the  Cluna 

^"StOT  WaI-SH.  I  do  not* understand  that  at  all.  T  understand  there  is  a 
statiSe-o^  the  Uniteil  States  providing  for  the  organization  ot  coriH)rations  ui 
Alaska? 
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Mr.  MacMitrkay.  Yes- 
Senator  Walsh.  The  corporation  wordd  be  created  iti  Alaslxa  by  tii:ng  it» 
articles  of  incorporati(»n  with  the  secretary  of  the  Territory  ut  AhisluiV 

Mr.  MacMt  RRAY.  Yes,  sir. 

Senator  AValsh.  Now,  I  do  not  see  what  the  leiration  has  tu  di»  wiih  I  hat. 
:\rr.  :MacMurray.  May  1  read  a  i»ortion  of  an  abstiact  of  the  decis  on? 

[Keadiiiir:  I  ^  ^  , 

In  the  case  of  the  United  States  t?.  Paul  McRae,  acting  clerk  of  the  United 
states  Court  for  China,  respondent  (case  No.  586,  filed  June  9. 1917),  the  Unitocl 
States  Court  fttr  China  held  the  cofporation  act  of  March  2,  ino:]  ( f<»r  Alasica), 
to  be  applicable  to  C!liina.  The  basis  upon  whicli  this  act  was  h.  ld  by  the  (f»urt 
to  be  so  applicable  was:  (1)  That  the  laws  of  the  Uidtetl  States  have  been 
extended  to  (Miin:;  ]>v  the  acts  of  Conuress  of  1S4S  and  1S(>(»,  and  could  be  with- 
drawn oidv  by  a  similar  act.  (2)  That  the  act  of  m):\  :ip|>ears  to  be  suitable' 
to  conditions  in  <^hina  and  necessary  to  exmite  the  treaties,  and  cousciiuently 
is  extended  here  by  the  aflirniative  acts  of  1848  and  18G0,  Tlie  court  further 
pointed  out  the  f<»lio\ving  rules  for  such  applicati<m  of  the  act  of  1903:  («)  The 
requirements  of  tliat  act  that  proposed  articles  of  incorporation  be  filed  'in 
the  office  of  the  secretary '  are  suffleieiitly  compUed  with  by  filing  them  with 
the  lotion,  and  (6)  the  further  requirement  that  such  articles  be  filed  in  the 
office  of  the  clerk  of  the  district  court  is  met  by  filing  them  with  tlie  clerlt  of 
the  United  States  roiu-t  for  China." 

Senator  Walsh.  Then,  as  T  understand  it.  the  c«airt  found  that  Itecaiisc  there 
is  a  statute  of  the  United  States  providintr  for  the  orjranizatitai  of  corporal i(»ns 
in  Alaska  by  tilinjr  the  articles  of  incorporation  with  the  Secretary  of  the  Terri- 
tory of  Alaska  and  tiling-  them  with  the  district  court,  they  may  orpmize  cor- 
IHU'ations  in  (^hina  by  tiling'  the  articles  of  incorporation  vdth  the  lepttion  and 
with  the  clerk  of  the  United  States  court  there? 

Mr.  MacMuebat.  Yes,  sir. 

Senator  CnAUBmuatx.  Is  not  that  analogous  to  the  British  order  m  council, 
or  the  British  act,  which  requires  CCTtain  corporations  to  flle  their  articles  with 

the  registrar? 

Mr.  IVlAcMrKRAY.  Of  course,  tlie  British  (»rder  in  council  is  an  absolute  retni- 
lation  :  it  is  a  statut<M-y  act.  This  is  an  interpretation  of  a  statutory  act.  The 
two.  <»f  course,  follow  alonjr  parallel  lines. 

Senator  Ci  mmins.  Let  me  see  if  I  now  fully  understand  it.  A  corporation 
<u'ganized  in  anv  one  of  the  States  to  do  business  in  China  would  have  a 
right  to  go  to  the  Onited  States  court  there  for  the  adjudication  of  its  privl- 
]tegi»s  and  immunities,  what  ever  it  may  have  been  planted  in  its  article  of  la- 
corporation?   That  is  true,  is  it  not? 

Mr.  Mac^Iubray.  Yes,  sir. 

SenatiU'  Cummins.  And  tlie  court  has  held  tbat  a  (*orp(»ration  (Uiranizcd  in 
China  under  tbe  biws  of  Alaska  is  also  entitled  to  tbese  ri^dits  and  priviU^ues, 
and  tbe  reason  that  those  people  oi>eratinK  in  China  would  rather  jj;o  to  the 
Alaskan  statute  than  to  the  laws  of  any  of  tlie  States  is  tbat  it  is  supposed 
that  a  corporation  organized  under  the  laws  of  Alastm  is  a  little  nearer  to  the 
United  States  than  a  corporation  organized  under  the  laws  of  any  of  the 
States?  Is  that  about  tiie  situati<m? 

Mr.  MacMubbat.  Yes;  and  it  is  the  fact,  Senator,  that  it  can  be  oii;aidmd 
legally  in  China  without  coming  home  to  obtain  re^ristration. 

The  Alaska  provision  as  extended  to  the  China  .iurisdictiiai  would  ])i*nbal)ly 
be  the  most  convenient  arrangement  that  now  exists  under  American  law  for 
incorporation  there,  but  there  is  that  considerable  doubt  in  the  minds  of  the 
l)eople  in  China  whether  on  appeal  of  some  case  it  might  not  be  held  by  other 
courts  that  the  Alaska  statute  is  not  applicable  by  analogy  to  the  China  juris- 
diction. That  means,  as  an  alternative  to  going  undCT  a  foreign  flag  and  relyhig  . 
upon  foreign  protection  in  China,  that  Americans  desiring  to  incorporate  in 
China  must  op^te  witti  a  State  charter.  That  In  itself  entitles  them  to  full 
protection  as  an  American  corpwatimi  without  c^;ard  to  what  State  they  have 
incorporated  in. 

The  inadequacy  of  that  is  probably  largely  psychological.  It  is  primarily 
due  to  the  fact  that  almost  nobody  in  China  has  any  knowledge  <»f  what  a 
Delaw^nre,  an  Arkansas,  or  an  Indiana  corporation  may  be.  The  Chinese  par- 
ticularly have  no  knowledge  and  no  means  of  obtaining  knowledge.  I  should, 
pe^-haps,  point  out  what  seems  the  trivial  fact  that  there  is  nobody  over  there 
in  China,  except  one  or  two  law  firms,  that  have  ev^  an  encyclopedia  of  law 
from  which  to  ascertain  what  tfeue  oogrporation  law  in  a  particular  State  is.  The 
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Wbole  matter  is  in  China  on  a  different  basis  from  what  it  is  here,  where  it  Is 
easy  to  consult  counsel  and  find  out  whftt  the  terms  of  the  statute  are,  and  what 
deciMons  there  are  on  the  laws  of  incorporation  in  certain  States.  Over  there, 
because  of  tiie  comparative  fewness  of  Americans  and  the  fact  that  tliere  are 
only  a  fflnall  number  of  law  offices,  it  is  almost  impossible  for  anybody  to  Ivuow 
or  expect  to  know  what  the  incorporation  law  of  any  American  State  may  be. 
That  has  a  very  direct  effect  upon  the  minds  of  the  cniinese.  whose  cooperation 
is  desirable.  They  have  a  feeling  that  they  do  not  know  what  law  will  apply 
when  thev  put  their  money  in. 

Senator  Cum^iins.  Is  that  lack  of  cooperation  seen  in  the  disinclination  of 
the  (  hinese  to  enter  a  coriwration  of  this  character  and  contribute  a  part  of  its 
capital,  or  is  it  seen  in  the  disinclination  to  deal  with  an  American  corporation 
organized  under  the  laws  of  a  State? 

Mr.  MacMtjbrat.  The  former;  although  where  the  question  has  been  raised, 
as  sometimes  the  question  is  raised,  as  to  the  character  of  the  c(>ri)oration, 
that  other  question  enters  into  it,  of  course.  There  would  perhaps  be  some- 
wlKit  less  confidence  in  dealing  with  a  corporation  whose  legal  basis  they  were 
unfamMiar  with. 

Senator  Ct'^^imins.  They,  your  conclusion  is,  I  take  It,  that  it  would  be  very 
desirable  in  doimr  business  in  China— purely  local  business— that  so  for  as 
Americans  participate  it  it,  it  should  be  done  under  a  Federal  incorporation? 

Mr.  MacMukray.  Yes,  sir;  «o  it  seems  to  me.  Senator.  And  I  might  add 
tbere  is  another  reason*  As  is  known,  of  course,  there  are  certain  of  the 
State  corporation  laws  which  are  excedln^ly  lax.  That  is  not  so  very  serious 
here  at  home,  because  every  corporation  does  business  more  or  less  in  the  open 
and  there  is  always  the  eye  of  the  public  on  it.  Over  there  that  is  not  the 
case.  The  American  community  that  is  interested  in  it  is  so  small  and  the  opera- 
tions carried  on  over  there  are  so  far  away  from  jjeneral  observation  that  a  cor- 
poration operatinir  under  a  very  lax  set  of  laws  is  in  a  position,  if  it  is  unscru- 
pulous, to  do  a  great  many  things  that  would  not  be  possible  here,  tending  to 

bring  disci'edit  on  it  ^        ^  ^ 

Senator  Cummins.  You  represent  the  State  Department  here  at  th  s  h^jr- 

tng,  do  you  not? 
Mr,  MacMtjmay.  Yes,  sir. 

Senator  Criiitixs.  One  of  the  points  that  has  been  suggested  several  times 
with  regard  to  this  bill  is  this.  Suppose  that  a  cor]>oration  is  organized  to  do 
bus'noss  in  China  under  the  act  here  proposed.  Let  us  assume  that  nl  per 
cent  of  its  stock  is  subscribed  by  Americans  and  49  per  (^ent  of  its  stock  is  sub- 
scril)ed  by  Chinese.  It  goes  on  to  do  business,  any  kind  of  buiness  that  it 
mav  choose  to  do.  There  is  quite  an  elaborate  system  of  supervision  provided 
for  in  the  bill  on  the  part  of  the  Gtovemm^t  of  the  United  States.  Sui^ose 
that  the  corporation  fails  and  the  stockholders  lo^  their  money,  or  would 
under  ordinary  circumstances  lose  their  money.  "Wliat  would  be  the  attitude 
of  China  and  Chinamen  toward  the  Government  of  the  United  States  if  they, 
in  common  with  their  American  fellow  stockholders.  Avere  compelled  to  lose 
their  money  in  any  enterprise  which  a  corporation  of  this  sort  nr'ght  engage 
in?  Would  it  be  likely  to  create  international  disturbances,  and  would  it  not 
be  probnl>le  that  they  would  exi>ect  the  Government  of  the  Un  ted  States  to 
make  irood  the  losses  which  the  Chinese  stockholders  might  sustain? 

Ui\  MacMikkay.  No;  I  do  not  ttiink  so.  Senator.  I  think  they  would  not 
feel  that  the  Government  of  the  United  States  was  in  any  degree  more  re- 
i^nsible  tiian  if  this  had  been,  for  example,  a  Delaware  corporaticm  rather 

than  a  Federal  corporation. 

Senator  Watsh.  Apparently  then,  they  would  feel  a  lireater  security,  be- 
cause of  the  greater  superv'sion,  the  more  accurate  supervision  by  the  United 
States  Coverniuent  over  corporate  affairs  than  by  the  State  of  Delaware  over 
a  Delaware  corporation? 

Mr.  :\lArMrRRAY.  Yes;  they  would  have  greater  confidence. 

Senator  Walsh.  This  bill  provides  for  such  supervision,  and  it  provides  for 
the  revok  ng  of  the  articles  by  the  S^sretary: 

**The  Secretary  of  Commerce  may  suspend  the  charter  of  a  corporation 
whenever,  with  or  without  examination  as  provided  in  section  15,  he  becomes 
satisfied  that  the  business  and  affairs  of  the  corporation  are  conducted  or 
have  been  conducted  Avithin  the  year  last  preceding  in  a  manner  (1)  contrary 
to  the  provisions  of  this  act  or  any  other  law  or  treaty  of  the  United  States, 
or  of  the  articles  of  incorporation  or  by-laws  of  the  corporation,  or  (2) 
detrimental  to  the  l)usiness  interests  and  good  will  of  the  United  States." 
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Would  you  think  that  a  Chinaman  would  be  willing  to  subscribe  to  stock  in 
a  corporation  under  an  act  of  that  character,  giving  the  Secretary  of  Commerce 
the  power  to  suspend  the  corporation,  practically  to  put  it  out  of  busmess,  at 
any  time  that  he  thought  the  business  was  conducted  in  such  a  way  that  it  was 
not  to  the  best  interests  of  the  United  States? 
Mr.  MacMurray.  I  think  they  would  have  no  hesitation  about  that 
Senator  Walsh.  Well,  if  they  are  apprehcmsive  about  this  matter  at  alU 
about  the  future  of  the  corporation,  it  would  seem  to  me  Hmt  that  would  scare 

them  to  death.  ^  ,  .  , 

Senator  GHAM]iKia;AiK.  Is  it  not  true  that  that  portion  of  that  particular 

bill  was  drafted  very  much  along  the  lines  of  the  British  Order  in  Council? 

Does  not  the  registrar  exercise  very  much  the  same  power  thiat  is  undertaken 

to  be  given  to  the  Secretary  here? 

Mr.  MacMurray.  I  think  it  is  virtually  identical. 

Senator  Walsh.  I  do  not  mean  to  say  that  it  is  not,  but  when  we  are  told 
that  thev  are  apprehensive  about  the  lack  of  supervision  by  a  State  oiig&nlsa- 
tion,  it  would  seem  to  me  that  they  would  be  frightened  to  death  with  this 

thing.  ^  ^ 

B^resentative  Dtkr.  Senator,  if  you  will  permit  me  to  make  the  suggestion* 
taiat  same  section  that  you  are  reading  from  provides  that  such  suspension 
shall  not  take  effect  until  after  the  Secretary  has  filed  suit  in  the  United 
States  Court  for  China  and  hearing  had,  and  it  would  be  for  the  court  to 
decide  whether  the  charter  should  be  revoked  or  not. 

Senator  Walsh.  It  does  not  make  a  bit  of  difference.  The  court  is  not 
going  to  find  that  the  law  has  been  violated  in  any  respect,  nor  that  the  cor- 
poration has  conducted  its  business  In  any  manner  that  is  not  to  the  best  inter- 
ests of  the  corporation  or  of  tibe  sto^dioldera,  but  whenev^  the  court  finds  that 
it  is  detrimental  to  the  best  interests  of  the  United  States  that  corpOTati<m 
should  continue  business  it  goes  out 

Senator  Chamberlain.  I  would  like  to  make  this  suggestion.  As  I  have  said, 
my  recollection  is  that  that  provision  is  substantially  what  the  Britisli  law 
requires  and  the  British  reserve  that  same  rijrht,  in  order  to  prevent  companies 
incorporated  under  the  British  law  from  ilulul^^in^2:  in  a  business  which  would 
be  deterimental  not  only  to  the  British  Empire  itself  but  to  the  i>eople  of  China 
as  well.  For  instance,  in  the  sale  of  opium,  corporations  organized  to  carry 
on  an  illegitimate  or  illegal  traffic;  the  purpose  of  it  is  to  prevent  corporatioittr 
from  engaging  in  that  kind  of  business. 

Senator  Walsh.  I  have  not  the  sUghtest  doubt  In  the  world,  Senator,  that 
the  purpose  is  highly  commendable,  but  tiie  power  is  unlimited.  What  guide  is 
there?  Is  it  not  a  matter  of  pure  opinion  on  the  part  of  the  Secretary  of  Com- 
merce that  the  v^ay  the  business  is  being  conducted  is  detrimental  to  the  busi- 
ness interests  of  the  United  States?  What  rule  is  troing  to  guide  him  in  de- 
termining whether  it  is  detrimental  to  the  business  interests?  Congress,  of 
course,  being  a  legislative  body,  might  say  that  a  certain  thing  is  detrimental  to 
the  business  interests  of  the  United  States,  but  when  you  leave  it  to  the  Secre- 
tary of  Commerce  you  leave  it  to  the  individual  opinion  of  one  man.  He  de- 
cides that  It  is,  and  thm  it  goes,  up  to  a  judge  out  in  China  to  determine 
whether  the  operations  of  a  certain  corporati<m  are  detrimental  to  the  business 
interests  of  the  United  States.  You  can  appreciate.  Senator  Chamberlain,  that 
it  is  not  a  judicial  question  to  start  with.  It  is  a  purely  political  question  and 
a  political  power  which  you  are  conferring  upon  the  court. 

Senator  Brandegee.  Mr.  MacMurray,  what  is  your  position  in  the  State  De- 
partment?  What  office  do  you  hold? 

Mr.  ]\lAcMuRRAY,  Chief  of  the  Far  Eastern  Divifidon* 

Senator  Brandegee.  Have  you  ever  lived  in  China? 

Mr.  MacMtjbray.  Yes,  sir. 

Senator  Branuegek.  How  long? 

Mr.  MacMubray.  About  five  years. 

Senator  Brandegee.  How  long  ago? 

Mr.  MacMurray.  The  last  time  I  was  there  was  two  years  ago. 
Senator  Brandegee.  Did  you  engaj^e  in  any  business? 
Mr.  INIacMuuray.  No ;  I  was  secretary  of  the  legatif)n. 

Senator  Cummins.  Senator  Chamberlain,  following  tlie  suggestion  of  Senator 
Walsh,  you  would  not  be  very  Insistent  xxpm  putting  that  sort  of  provision  in  a 
charter  of  a  corporation,  would  you?  You  would  have  the  widest  diif^^ra^ 
of  opinion  in  Gongtess  as  to  wbftt  is  detrimental  to  the  bnsineas  interests  of 
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the  United  States.  I  cau  bardly  imagine  8Ubmitti%  a  queBtioa  o£  tbat  kind 

to  the  court. 

Senator  Chamberlain.  I  think  the  same  result  raij^ht  be  obtained  by  changing- 
the  phraseology  of  the  bill,  but  I  can  see  very  readily  that  the  purpose  of 
such  a  provision  Is  to  vest  in  some  authority  here  such  power  that  when  a 
corpwation  was  dutag  something  that  would  practically  destroy  our  business 
relations  vrtth  China  Its  ehartw  mi|^t  be  revoked. 

Senator  Cummins.  The  corporation  ought  to  be  so  limited  in  its  fundamastal 
law  or  in  its  articles  of  incorporation  that  it  must  pursue  a  lawful  business* 
of  course,  and  if  it  pursues  a  lawful  business  in  a  lawful  way  I  can  hardly 
think  that  it  ouj?lit  to  be  dissolved  J^ecause  it  might  be  doing  something  that 
somebody  thought  was  detrimental  to  the  business  interests  of  this  country. 

Senator  Branukgke.  Mr.  MacMurray,  have  you  carefully  studied  the  brovi- 
sions  of  this  bill?  ^ 

Mr.  MAcMixraUT.  Bather  carefully ;  yes. 

Sraator  BftABDECffiR*  Do  you  appear  here  at  the  request  of  the  Secretary  of 
State? 

Mr,  MacMubrat.  No ;  at  the  request  of  Senator  Gummlna 
Senator  Cummins.  I  will  say  that  Senator  Jcmes  submitteil  to  nre  tie  names 
of  two  officers,  one  in  the  office  of  the  Secretary  of  State  and  one  in  the  office 
of  the  Secretary  of  Commerce,  and  I  communicated  with  them.  I  did  not  know 
the  etiquette  of  the  matter,  and  so  I  wrote  originally  to  the  two  gentlemen 
whose  names  were  given  me.  ]Mr.  MacIMurray  was  one  of  them.  I  was  reminded 
promptly  by  the  office  of  the  Secretary  of  State  that  if  I  wanted  anvbodv  from 
that  office  I  must  communicate  with  the  Secretary  himself  and  have  him 
detail  the  proper  man.  So  I  corrected  my  mistake  as  quickly  as  possible. 

Senator  Brandbgee.  What  I  wanted  to  ask  Mr.  MacMurray  was,  after  such 
study  as  he  has  given  this  bill,  whether  he  advocated  it  as  it  stands,  wheOier 
he  approved  of  it,  and  whether  he  was  representing  his  own  personal  opinion 
about  it  or  the  attitude  of  the  Department  of  State,  and  also  whether  he  has 
gi\  en  any  consideration  to  the  constitutional  power  of  Congress  to  pass  the  bill 
as  it  stands. 

Mr.  :MacMukrav.  The  State  Department  does  approve  of,  at  anv  rate,  the 
general  purpose  of  the  bill.  There  are  certain  details  in  the  bill  as  to  which  the 
D^mrtaient  of  State  would  be  quite  indifferent  how  they  were  arranged,  but  the 
g»eral  purpose  of  the  bill  meets  its  full  ai^rovaL 

Senator  BRANDEOEas.  Whm  you  sprak  <rf  the  Departntient  of  State  do  yon  meatt 

Secretary  Hughes? 
Mr.  JlAcMuRRAY.  Yes. 

Senator  Brandegee.  He  has  read  it  and  studied  It? 

Mr.  MacMurray.  The  matter  has  been  before  him  and  he  has,  in  fact,  wn-itten 
to  Mr.  Dyer— I  think  his  letter  was  addressed  to  Mr.  Dyer— expressing  lus 
approval. 

Saiator  Bbakihsgke.  Does  he  in  his  letter  express  his  views  as  to  the  consti- 
tutional power  of  Congress  to  pass  the  bill? 
Mr.  MacMubbay.  I  think  that  is  not  contained  in  hte  letter* 
Senator  Walsh.  Would  you  have  the  kindness  to  read  it  to  us? 

Mr  .MacMurray  (reading)  : 

"  I  have  the  honor  to  acknowledge  the  receipt  of  your  letter  of  March  9,  1921^ 
in  which  you  request  my  views  regarding  the  bill  (H.  R.  16043)  to  authorize 
the  formation  of  corporations  to  promote  trade  in  China,  which  passed  the  Hou.se 
of  Representatives  on  February  21  last. 

"  I  beg  to  state  that  the  department  has  for  some  time  advocated  the  enact- 
vsmA  of  Federal  legislati<m  which  would  regularize  the  formation  of  corpora- 
tions in  China,  and  is  in  sQrmpathy  with  the  general  provisions  of  your  bilL 
However,  in  view  of  the  department's  i^iecial  responsibilities  under  ttie  treaties 
with  China  and  other  powers  In  connection  with  the  activities  of  American 
citizens  and  American  relations  in  China,  I  feel  that  It  might  be  well  if  this 
department  should  have  a  voice  in  the  preparation  of  any  regulations  which 
may  be  promulgated  for  the  purpose  of  carrying  out  the  provisions  of  the 
proposed  act." 

I  should  add  that  the  bill  which  you  have  before  you  to-day  does  contain  an 
amendment  in  accordance  with  that  suggestion.  The  remainder  of  the  letter 
J^ates  to  that  su^stion  that  the  D^rtment  of  Commerce  and  the  Depart- 
iarat  <tf  State  J(dnt|y  i^utd  frame  the  r^ulations.  Pwhaps  I  need  not  rea4 
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Senator  Brande(;ee.  No;  I  do  not  care  anything  about  the  regulations  that 
they  are  to  make,  but  I  do  not  see  that  that  touches  the  quMdon  at  all  as  to 
whether  Congress  has  the  power  to  pass  this  bill  or  not. 

Mr.  MacMurray.  Might  I  on  that  question  refer  to  Mr.  Hackwortti,  of  the 
scAidtor's  office  of  our  department? 

Senator  Bkandegee.  To  whom  was  that  letter  addressed? 

Mr.  MacMuhrat.  Tliat  was  addressed  to  Represcxitative  Dyer  in  response 
to  an  inquiry  from  him. 

Representative  Dyeb.  I  will  say,  Senator,  if  I  may  be  permitted,  that  I  took 
the  matter  up  personally  with  the  Secretary  of  State  at  two  conferences  and 
went  over  the  bill  with  him,  and  he  afterwards  wrote  the  letter  which  Ur^ 

MacMurray  has  read. 

Senator  Brandegee.  Did  you  ask  him  whether  be  thought  Congress  had  the 
power  to  pass  this  act  or  not? 

Representative  Dyer.  I  did  not  ask  him  that.  Senator. 
Senator  Bkandegee.  Did  he  raise  that  question  at  all? 

Representative  Dteb.  He  did  not ;  he  did  not  refer  to  it,  and  I  of  course  did 
not  feel  that  it  was  proper  for  me  to  do  so.  He  is  a  much  bettw  lawyer  than 

I  am. 

Mr.  MacMurray.  I  may  say  it  was  pointed  out  to  the  Secretary  tiiat  a  con- 
stitutional question  had  been  raised  before  he  signed  that  letter. 

Senator  Brandegee.  All  he  says  in  the  letter,  if  I  have  followed  it.  is  that 
it  is  very  desirable  to  do  something  that  will  promote  our  trade  with  China, 
with  which  I  am  in  hearty  accord.  The  question  is,  Have  we  the  power  to 
pass  this  bill? 

Mr.  MacMubeat.  He  is  a  little  more  definite  than  that. 

Senator  Brandegee.  Let  us  see  it  again,  then. 

Mr.  MacMotkbay.  He  says,  "  the  d^artment  has  for  some  time  advocated 
the  ^actment  of  Federal  legislation  which  would  regularize  the  formati<m 
of  corporations  in  China  and  is  in  sympathy  with  the  gen^ul  proviedens  of 

your  bill." 

Senator  Brandegee.  I  am  in  sympathy  with  it,  too,  but  I  wondered  if  the 
court  would  declare  it  to  be  void  if  we  passed  the  bill  as  exceeding  the  con- 
stitutional power  of  Congress.  The  question  as  it  lies  in  my  mind  is  this, 
under  the  commerce  clause  of  the  Constitution,  upon  which  I  suppose  you  are 
basing  this  measure,  Congress  has  power  to  regulate  commerce  with  foreign 
nations.  The  inquiry  arises  in  the  minds  of  all  of  us,  I  tiiink,  wh^thw  a 
general  incorporation  act  by  which  companies  may  be  incorporated  by  filing 
an  application  with  the  Secr^ry  of  Commerce  to  do  business  wholly  in 
China — whether  that  is  commerce  with  foreign  nations.  *  If  there  is  anybody 
here  that  can  throw  any  light  on  that,  that  is  something  that  I  would  like  to 
know  about. 

Representative  Dyer.  The  same  principle  is  involved,  Senator,  as  in  the  Edge 
Act. 

Senator  BBANrai^x^  Yes;  but  I  want  some  lawyer  to  show  me  that  the  com- 
merce clause  of  the  Constitution  authorizes  us  to  pass  a  general  incorporation 
act  by  which  companies  may  ineorpoi'ate  thmselves  to  do  business  wholly  within 

China. 

Senator  Walsh.  Mr.  Dyer,  I  would  like  to  inquire  about  that.  My  under- 
standing of  the  Edge  Act  is  that  it  provides  for  corporations  to  be  organized  here 
for  the  purpose  of  carrying  on  an  export  trade;  that  is  to  say.  carrying  on  the 
transference  of  merchandise  from  this  country  over  to  another  country.  Obvi- 
ously, that  is  commerce  with  a  foreign  country,  and  if  this  corporation  were 
organizeil  for  the  purpose  of  pi'omoting  the  exportation  of  goods  from  this 
country  to  China  and  the  importation  of  goods  from  China  to  this  country,  it 
would  unquestionably  be  a  regulatioin  of  foreign  commerce.  But  that,  Mr.  Dyer, 
is  not  the  purpose  of  the  act  at  all ;  the  purpose  of  the  act  is  to  organize  corpwa- 
iions  that  will  set  themselves  up  in  China  and  do  business  in  CaUna  between 
Chinamen. 

.  Representative  Dyer.  But,  mark  you,  it  is  for  American  goods  in  China. 

Senator  Bkandegee.  Is  there  any  proponent  of  this  bill  that  has  an  attorn^ 
hf'i'e  who  is  prepared  to  discuss  that  feature  of  the  bill? 

Senator  Chamberlain.  I  think  the  Solicitor  from  the  State  Department  might 
discuss  that. 

'  Mr.  MacMubbay.  Might  I  suggest  Mr.  Hackworth? 
Senator  Cummins.  We  will  call  1dm  presently.  Have  you  finished? 
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Mr.  ^MacMitrray.  May  I  ^^o  back  to  the  question  which  was  asked  in  regard  to 
the  suspicion  with  whicli  Chinese  ^vould  rejrard  this  power  of  the  Secretary  of 
Commerce  to  suspend?  I  will  confine  myself  simply  to  that  portion  of  the  ques- 
tion, because  I  do  not  feel  warranted  in  speaking  about  whetlier  it  is  too  large 
a  power,  from  the  point  of  view  of  American  constitutional  law,  to  put  into  the 
hands  of  an  administrative  officer. 

I  think  that  the  Chinese  would  have  absolute  confidence  in  the  integrity  and 
fair  dealing  of  an  American  administratiTe  c^cer  who  might  have  to  decide  such 
a  question.  They  would,  I  think,  feel  no  hesitation  whatever  in  investing  their 
money  in  any  coii^mny  in  which  an  American  Federal  official  had  that  authority. 

Senator  Wat.sh.  Rut  you  have  not  grasped  the  point  that  I  make.  He  may  sus- 
pend this  charter  wlien  he  thinks  that  it  interferes  with  the  business  interests  of 
the  United  States.  You  see.  the  two  are  in  antagonism.  These  stockholders  with 
their  money  in  it  will,  of  course,  take  the  position  that  it  does  not  injuriously 
affect  the  business  interests  of  the  United  States.  The  Secretary  of  Commerce 
is  primarily  looking  after  the  interests  of  the  United  States  and  not  the  interests 
of  the  Caiinamen  who  have  got  their  money  invested  in  this  enterprise.  And  the 
question  I  put  to  you  is  whether  a  Ghinaman,  however  great  his  confidence  may 
be  in  the  justness  and  fairness  of  the  United  States,  would  submit  tbut  question 
to  the  judgment  of  an  official  of  the  United  States,  whose  interest  is  opposed  to 
their  interest  and  whose  duty  is  not  to  take  care  of  them  but  to  take  care  of  the 
United  States.  In  other  words,  they  are  submittinjr  their  case,  are  they  not,  to 
a  judjre  who  is,  by  his  position,  biased  against  them? 

Senat<»r  Chamberlatn.  Under  tlie  practice  over  there  it  would  be  submitted 
to  a  citizen  of  the  United  States  anyway,  either  to  a  consul  or  to  an  officer  of 
the  United  States  Court  for  China — in  any  event. 

Senator  Waush.  He  would  have  an  appeal  to  the  United  States  judge  from 
the  Secretary  of  Conunerce,  each  of  whom  is  to  determine  not  what  his  interests 
are  but  what  are  the  interests  of  the  United  States,  whether  the  corporation 
i^ould  be  permitted  to  go  on  or  not. 

Senator  Cummins.  Primarily  it  is  not  a  judicial  question  and  can  not  be 
made  a  judicial  question;  it  may  be  an  administrative  question.  There  are 
instances  in  our  statutes  in  which  such  a  matter  has  been  left  to  the  adjudica- 
tion of  an  administrative  officer,  but  never  to  the  administration  of  a  judicial 
officer. 

Senator  Bbandegee.  Of  course  tliere  ?s  that  other  provision  there.  It  is  not 
only  "  contrary  to  the  interests  of  the  United  States  "  but  "  detrimental  to 
the  business  interests  and  good  will  of  the  United  States.''  It  is  the  idea  of 
giving  to  anybody  the  right  to  revoke  the  charter  of  a  corporation  because  in 
his  opinion  it  is  detrimental  to  the  good  will  of  the  United  States.  It  is  a 
meaningless  phrase. 

Mr.  IMacIMt^rray.  I  suppose  that  was  probably  put  in,  Senator,  to  provide 
for  the  control  of  newspapers. 

Senator  Brani)E(;p:e.  It  would  mean,  of  course,  that  if  the  Secretary  of  Com- 
merce thought  this  corporation  was  creatinj^^  international  friction  between 
China  and  us  he  could  revoke  the  charter  or  suspend  it. 

Senator  Walsh.  That  is  a  very  interesting  suggestion  you  make  there.  This 
act  will  authorize  the  incorporation  of  a  newspaper  company,  a  newspaper 
run  by  Americans  over  in  China.  Wlien  the  Secretary  of  Commerce  thinks 
that  tiiat  newspaper,  in  the  way  it  is  being  conducted,  is  detrimental  to  the 
business  interests  and  good  will  of  the  United  States  he  can  suspend  it. 

Senator  Brandegee.  I  do  not  know  wliether  Chinamen  are  more  confiding 
than  Yankees,  but  I  can  not  ima^rine  a  Connecticut  company  be'n^  absolutely' 
at  the  whim  of  some  official  to  cancel  its  charter,  and  I  think  the  Chinamen 
are  pretty  acute  business  men.  I  thinlv  that  after  one  dose  of  this  remedy, 
if  one  company  lost  its  money,  or  the  stockholders  did,  because  the  Secretary 
canceled  the^r  charter,  they  would  sit  up  and  take  notice. 

Senator  Waxj9h«  We  had  a  statute  which  was  interpreted  as  giving  the 
Secretary  of  the  Interior  under  certain  conditions  power  to  rev^e  a  license 
for  a  water-power  company  operating  wltldn  forest  reservations,  and  just  as 
soon  as  he  exercised  that  power  nobody  would  put  a  dollar  into  a  water-powder 
company  operating:  in  that  way.  For  10  years  all  water-power  development  in 
the  western  country  was  held  up,  until  we  passed  a  law  taking  that  power 
away  from  him. 

Senator  Cummins.  It  was  this  matter  I  had  in  mind  when  I  spoke  before — 
the  possibility  of  an  intei-national  complication  or  difficulty.  Suppose  the  Chi- 
namen came  in  and  put  up  49  per  cent  of  the  capital  of  the  corporation  or- 
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ganlzed  under  this  act,  and  that  corporation  was  then  suspende<l  or  dissolved 
because  its  business  was  contrary  to  the  interests  of  the  United  States,  and 
these  Chinamen  should  lose  their  money.  Don't  you  think  they  would  have  a 
pretty  good  claim  a^jainst  the  United  States  for  the  money  they  invested  and 
lost  in  that  kind  of  business? 

Mr.  MacMubray,  It  would  seem  to  me,  Senator,  they  would  have  a  good 
claim  only  in  case  the  adion  of  the  administrative  oflteer  had  been  arbitarary 
and  unjust. 

Senator  Brandboeb.  But  who  is  going  to  decide  that?  Of  course,  the  officer 
himself  thinks  he  is  very  just;  he  is  doing  it  in  the  exercise  of  his  best  judg- 
ment, in  the  interest  of  the  United  States.  But  where  the  interests  of  the  Chi- 
nese conflict  with  the  interests  of  the  United  States,  this  bill  compels  the  Sec- 
retary of  Commerce  to  look  exclusively  to  the  interests  of  the  United  States, 
irrespective  of  the  Chinese  stockholders.  Tha  is  his  duty.  Now,  after  the 
Chinaman  loses  his  money  in  that  sort  of  situation,  ttiere  is  no  doubt  in  my 
opinion  that  in  all  good  conscience  and  equitably  and  morally  the  Governm^it 
would  have  to  reimburse  the  Chinamen  for  the  damage  done  by  the  Secretary 
when  he  ruined  the  company. 

Senator  Walsh.  Would  you  not  think  so,  llr.  Mac^Murray?  Suppose  that  was 
the  situation.  The  interest  of  tlie  Chinese  stockholder  is  tliat  the  company 
should  keep  on  doin^  business,  but  the  interest  of  the  United  States,  as  found 
by  the  Secretarv,  is  that  it  should  not.  He  accordingly  suspends  the  charter, 
and  the  judge  confirms  the  iudgment.  Tliat  is  done  in  order  to  promote  the 
business  interests  of  the  United  States,  or  to  preveht  the  business  interests  of 
the  United  States  from  suffering-  Would  not  the  Chinaman  go  to  his  Govern- 
ment, and  would  not  the  Chinese  Govemm€«it  immediately  protest  and  demand, 
if  it  was  done  merely  to  promote  the  business  interests  of  the  United  States, 
that  the  foui^ee»  interests  of  the  United  States  ought  to  make  the  Chinaman 
whole? 

Suppose  the  situation  were  reversed  and  Cliina  had  a  law  of  this  character. 
Would  not  the  American  citizens  come  to  our  Covernment  and  say,  This  is  a 
perfectly  arbitrarv  confiscation  of  our  property,  and  you  ought  to  make  the 
Cliinese  Government  pay  us.  It  was  not  done  for  any  reason  except  to  promote 

the  business  interests  of  China." 

Bfr.  MacMurbat.  I  ^ould  think  that  the  tovestmeat  of  money  in  a  company 
with  such  a  charter  would  be  an  acceptance  in  advance  of  what  the  decision 

niii^bt  be. 

Senator  Wamh.  Yon  are  riprht  about  that. 

Senator  Brandkgke.  Let  me  ask  you  this.  Do  you  know  wlio  was  promotmg 
tills  lejjislation?  Were  there  any  particular  people  or  companies  that  wanted 
this  bill  passed,  that  you  know  of,  or  is  it  spontaneously  the  State  D^rtment 
or  the  Department  of  Commerce  and  the  various  governmental  d^ttments? 

Mr.  MAcMxjKttAY.  It  began  rather  spontaneously  over  in  China.  As  I  recall 
it  it  was  the  summer  of  1918  that  the  thing  became  acute.  My  recollection  of 
the  particular  thing  that  brought  it  to  attention  is  that  it  was  the  establishment 
in  Shanghai  of  a  company,  composed  quite  exclusively  of  forei^rners,  which  had 
found  a  means  of  incorporatiner  under  one  of  the  American  State  laws.  It  was 
a  manifest  scandal.  Tlie  matter  was  reported  to  the  State  Department,  which 
ruled  that  it  was  n<^t  entitled  to  American  protection,  inasmuch  as  there  was  no 
substantial  bona  fide  American  interest  involved.  But  the  situation  was  a 
manifestly  awlvward  one. 

Senator  Branobgeb.  I  understand  perfectly  well  tJiat  a  company  chartered  by 
one  of  the  American  States  mig)it  not  have  a  very  good  standing  in  the  Orient.  I 
can  understand  that,  but  what  I  want  to  know  is  what  these  people  who  are  back- 
ing this  bill  want  to  do.  If  they  want  to  be  incorporatetl  as  corpora ti<ms  to  do 
business  exclusively  inside  of  China,  that  is  one  thing.  If  they  want  to  be  a 
corporation  to  do  business  inside  of  China  and  also  do  an  export  and  miport 
business  between  China  and  the  United  States,  that  is  another  thing.  There 
(loos  not  apptnir  to  be  anybody  here— at  least  I  have  not  seen  them  or  heard 
them — that  can  tell  me  exactly  what  is  contemplated  to  be  done  under  this  acL 

Mr.  MacMurray.  I  think  both  those  things  are  contemplated. 

Sraator  BRANMsoia.  Of  course,  you  do  not  int^d  to  go  into  business  under 
this  act,  do  you,  or  to  make  an  incorporation?  Somel^ody  does,  and  I  wonder  if 
there  is  anybody  that  can  be  dragged  out  here  who  wlU  just  say  what  he  wants 
to  do  when  he  forms  a  company  under  this  act. 

Represaitative  Dt£B.  Mr,  Powell,  there  are  how  many  firms  doing  business  in 

China? 
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Mr.  Powell.  As  I  reuieinher,  there  are  about  150  American  compauies  irh» 
have  offices  in  Slianghai  wlio  are  members  of  the  American  Chamber  of  Com- 
merce in  Cliina.  There  are  otiter  Arms  at  other  ports  in  China,  I  think  ap- 
proximately 200  or  250. 

Representative  Dyeb.  Do  not  most  of  those  firms,  those  that  are  doing  business 
in  China,  desire  tliis  law  for  the  purpose  of  incorporating  under  it? 

Mr.  Powell.  I  will  say  that  the  whole  job  of  the  American  Chamber  of  Com- 
merce in  China  for  practically  three  years  has  been  working  on  this  proposi- 
tion. 

Senator  BiiANUEUKE.  Do  you  know  who  drew  this  bill? 

Mr.  I'owELL.  This  bill  was  drawn  originally  by  the  American  Chamber  of 
Commerce  in  China,  by  their  attorneys  in  Shanghai. 
Senator  Bbandegee.  Who  is  their  attorney;  do  you  know? 
Mr,  PowEix.  Well,  there  is  a  Mr.  Fessenden,  and  a  Mr.  Jemigan,  who  was 

the  former  American  consul  in  Shanghai.  Those  are  the  'men  who  originally. 
I  think,  drafted  this  bill.  There  have  been  several  moditicatlons  of  it  before 
Congress,  but  I  think  the  original  one  was  drafted  by  tlioso  men  in  consulta- 
tion with  a  coniniittee  of  the  American  Chamber  of  Connnt  i-ce  in  China.  That 
committee  is  composed  of  about  12  of  the  representative  American  merchants  in 
Slianghai. 

Senator  Cummins.  Generally  speaking,  w^hat  business  are  those  200  or  250 
firms  in  China  engaged  in  now? 

Mr.  Powell.  Generally  speaking,  they  are  in  the  import  and  export  business ; 
that  Is,  they  buy  over  here  and  sell  all  kinds  of  American  products  in  China, 

manufactured  articles,  and  also  sell  Chinese-raw  products  over  here — like 
vegetable  oils  and  things  like  that.  That  is  the  general  business.  Tlien  there 
are  a  few  American  banks  that  liave  offices  in  Shanghai  who  are  members  of 
the  Chamber  of  Commerce.  Then  there  are,  I  think,  about  three  manufacturing 
enterprises,  so  far  as  I  ren)ember.  I  do  not  think  I  know  of  more  than  three 
now.  There  has  been  some  little  development  along  that  line,  but  there  are 
certainly  not  more  than  five  American-owned  factories  in  Shanghai  that  are 
members  of  the  Chamber  of  Commerce. 

Senator  Cummins.  As  I  remember,  when  you  appeared  before  you  stated  that 
sfxne  kind  of  «l8is  had  arisen,  brought  about  by  some  amendment  in  what  was 
known  as  the  Hong  Kong  Ordnances,  under  which  it  was  held  that  American, 
citizens  could  not  incorporate  under  those  ordinances. 

Mr.  Powell.  Yes,  sir. 

Senator  Cummins.  That  is.  they  could  not  incorporate  so  as  to  control  the 
corporation  ;  and  that  that  event  or  that  ruling  had  made  it  necessary  to  resort 
to  some  otlier  jilans  for  organization  than  the  one  or  ones  which  liad  <il^?ete» 
fore  been  employed? 

Mr.  Powell  Yes.  The  details  of  this,  I  think,  may  be  obtained  from  Mr. 
McCreary,  and  they  were  also  brought  out  before  the  committee  of  the  House. 
We  have  copies  of  the  British  law.  The  British  have  taken  the  action  that 
we  are  trying  to  take  now,  years  ago,  and  have  erected  perfect  machinery  under 
what  they  call  "Hongkong  Ordinances."  I  think  now  they  have  what  they 
call  the  Shanghai  office,  under  further  amendments,  if  not  orders  in  council. 
A  number  of  the  larger  American  firms  availed  themselves  of  this  liberal 
Britisli  law  to  operate  in  China.  Some  of  them  were  the  tobacco  companies, 
and  I  know  of  one  lumber  comj)auy  and  a  few  others  along  that  line.  But 
in  1&18  the  British,  for  some  reason,  but  acting  within  their  rights,  amended 
1*1^  charter  so  that  all  the  affected  executives  and  the  managing  directors 
must  be  Britii^  subjects,  and  they  made  that  oMet  retroactive  so  tiiat  th^ 
threw  all  these  people  out  of  their  jobs. 

■  S^ator  Cummins.  And  under  these  ordinances,  with  tlieir  amendments,  a 
corporation  c<nild  be  oragnized  to  do  business  not  conline<l  to  export  and  im- 
port, bur  could  be  organized  to  do  any  kind  of  business  in  ( 'hina? 

Mr.  I'owELL.  Yes;  a  great  deal  of  manufacturing,  but  generally  under  the 
British  law — anything  except  banking. 

Senator  Cummins.  Mr.  Secretary  Hoover  is  present.  I  think  he  understands 
this  situation  In  China  very  well,  and  I  would  like  to  hear  from  him. 

STATEMWSrg  OF  MlQiJi*  HERBERT  HOOViai^  SBCiUSTABY  OE 

Secretarv  Hoovet:.  Mr.  Chairman,  this  bill  had  liad  the  consistant  support  of 
the  Department  of  Commerce  before  I  came  into  the  oflice,  and  in  studying 
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ite  origins  I  find  that  it  practically  Iim.I  its  inspiriition  in  the  Uritish  Orders  in 
Council,  which  api>ear  to  have  l)een  made  in  1919.    That  particular  order  in 

council  reads  as  follows:  .     .« «  it«i«« 

"That  no  person  other  than  a  British  subject  resident  within  the  liintts 
of  this  order  .shall  act  as  managing  director,  or  In  any  position  s'milar  to  that 
of  managing  director,  or  shall  otherwise  exercise  gmeral  or  substantial  control 
of  the  business  of  a  China  company."  ^    ,  , 

The  result  of  that  order  was  to  put  several  Americans  out  of  businesses 
that  they  had  built  up  under  the  British  incorporation  act  at  Hongkong. 
Following  that  the  American  Chamlter  of  Commerce  in  (Miina,  composed  of 
practically  all  the  American  firms  tliere,  began  the  agitation  for  the  passage 
of  a  definite  Fe<leral  incorporation  law. 

\s  I  see  it  obviouslv  American  citizens  doing  business  in  China  can  avaU 
themselves  of  i.ur  State  laws  If  they  wish,  but  it  Is  rather  a  question  of  es- 
ab  ishing  ami  protecting  the  responsibility  and  the  respec  tability  A'"™" 
corporations  in  the  Chinese  eyes  that  they  may  secure  Chinese  capita  ,  N^h.cli 
comprises  Indeed,  a  considerable  proportion  of  the  cai.ital  avade.l  of  by 
Brittsh  subjects  in  China,  and  which  has  been  brought  into  play  by  Americans 
throujl^  the  use  of  Hongkong  incorimrations. 

ItTpppars  to  me  that  this  question  of  establishing  rlic  ivliab'lity  and  tte 
repute  of  American  criHn-ati.ms  through  a  spec-^al  _l-><leial  cmporatao^^ 
under  s,„ue  detinite  coiilrol  is  the  real  issue.  Otherwise  our  citizens  could  get 
witl  .r  State  corporati.m  law.  And  I  take  it  from  their  very  urgent 
•e  .ivienta  ons  that  thev  have  found  that  they  are  unable  through  their  State 
cSorat'ons  to  secure  the  adherence  of  Chinese  capital  to  their  businesses  and 
ni-e  seekine  for  some  relief  In  this  direction. 

%nTS  ttie  P^vions  witnesses  raised  the  question  of  the  use  ot  American 
State  Srnoiat'on  laws  bv  persons  other  than  Americans  t..r  illegitimate 
nmWJsS  Which  has  reflected  discredil  u,.on  our  Stale  corporation  laws. 
tST^u  be  no  „uesti..ii  of  the  broad  value  ..f  American  corporations  entering 
h  o  business  n  ("hina  and  recruiting  Chine.se  capital  going  into  PartnersMp 
with  tl  e  Cluneso  is  the  establishment  of  businesses,  because  there  naturally 
fo  1  ws  fr..n.  the  establishment  of  all  those  businesses  a  certain  nirrent  of 
tr  (ira n.^^^U  to  me  the  sole  problem  is  to  determine  whether  or 

not  this  does  not  advance  tHe  busing  position  of  our  dtlaens  in  trade  on  the 

^SeSat^BiL.Ni.Kf;KE.  Let  me  interrupt  you  there.  Mr.  Se.  retnry.  Have  there 
beerSSTl^k-ulavlv  flagrant  scandals  among  Amen.-Mi.  yorpoiat.ons  d<,mg 
SnS^irthe  Cbiiia  trade  which  have  .le.stroyed  the  faith  of  the  Chinese 

*"5^;;rvVi;rir'iT:;ow  of  ..my  the  one  instance  mentioned  by  the  i^kms 
witness  where  there  has  been  anything  of  a  particularly  scandalous  order 

"en  rt.'VHRXNi>K(iEE.  Of  c.»urse,  our  business  all  over  the  world  Is  d.uie  either 
bv  rmei^-^^^^^^^^^^^^  or  by  American  corp..raf<.ns    At  the  present  time 

Itle  burfnSs  we  do  with  the  whole  world  Is  done  that  way.  and  I  haxe 
Hot  yet  SiJl  that  there  was  any  particular  scandal  alH.ut  an.v  American  corpo- 

"^sS^J^'hI^^^  <l-tinct-,.n  here  arises  partially  fron.  the  fa.  t  that 
th«^^ractic  illv  no  effective  corporation  law  in  China,  and.  therefore,  busi- 
^Jt^s  o?  fin  sto<^  order  are  oVganize<l  under  the  laws  of  wious  fore^ 
ounVries  ft  is  rather  a  broader  use  of  incorporation  tlian  applies  anywhere 
;.sie In  The  world.  And,  then,  in  the  recruiting  of  Chinese  «-apltal,  the  repute 
and  ctmtnd  of  these  c(.riM)rations  stands  out  to  more  purp<»se. 

Sei  at  r  Beandbgeb.  Do  you  think,  even  assuming  that  we  have  the  <  onst,in- 
tlonalCwCT  ^  this  act.  that  it  will  be  wise  as  a  matter  ot  piiblir  i-olu  v 
to  SacTthl  D^lSSSt  of  Commerce  in  the  position  in  whu  h  tins  bdl  pla.  es 

?verthe^^Sn>o^^^^      "X      ^^'"-^       godfather  or  guardian,  w  th  p,»wer  to 
*^Sror  e^-?=md  suspend  their  charters  and  de.ide  whether  they  are  doing 
t?di^^s  that  are  to  the  business  interests  of  the  United  S;tates  and  its  SJ^od  wlU?. 
D    ?ou  fbiiik  our  (iovernment  (mght  to  connect  itself  so  cWy  with  these 
cornoratii.ns  assuming  we  have  the  iiower  to  incroporate  them? 

Se  re  rv  H  h»ver.  f  made  the  recommendation  to  the  House  ••on.nnttee  t  iaf 
the£  powers  should  be  vested  to  the  Federal  Trade  Comin.ssi..n.  1  felt  hat 
the  powers  were  of  a  somewhat  Judicial  order  and  could  better  rest  m  a  bmlj 

^''Si^BRANDEOEE.  I  am  not  criticizing  the  particular  department  that  they 
are^ti^m.   I  niean,  do  you  think  it  is  well  t«  <onnect  up  our  (.overnment 
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in  the  regulation,  and  iMractioally  in  the  direction  of  the  afEairs  of  these  exm- 
panies  In  tlie  Orient? 

Secretary  Hoover.  I  think  it  is  necessary  if  we  are  to  put  ourselves  on  an 
equivalent  basis  with  the  corporate  facilities  ofTered  to  other  citizens.  But,  on 
the  point  Senator  Walsh  raised,  which  is  probably  the  one  you  have  in  mind, 
I  do  not  myself  think,  and  I  have  not  thoui^lit.  that  that  particular  provision 
added  to  the  purpose  of  tliis  bill  at  all.  It  has  doubtful  reaction  on  the  use- 
fulness of  the  bill,  aside  from  the  very  power  that  it  confers  upon  some 
American  executive  officer. 

Senator  Branbeoek.  For  instance,  do  yon  think  any  department  of  our  Gov- 
ernment onght  to  have  the  right  to  ain[>raise  the  prcqoeily  of  these  corpora- 
tions and  to  decide  whether  the  amount  of  inroperty  turned  In  In  payment  for 
capital  stock  is  of  a  certain  value,  thereby  giving  its  O.  K.  to  the  Chinese  in- 
vestors that  the  stock  is  fully  paid  and  that  it  is  worth  the  price  that  our 
Government  officials  think  it  is?  Do  you  tiiiak  it  is  wise  to  make  our  Govern- 
ment the  appraiser  of  these  corporations? 

Secretary  Hoover.  Well,  it  arises  from  the  desire  of  tlie  framers  of  the  bill 
to  provide  practically  a  blue-sky  law. 

Senator  Bbandegee.  I  can  understand  that  the  gentlemen,  who  drew  the  bill, 
are  up  In  the  blue  sky  all  right ;  but  what  I  want  to  know  from  you  is  whether 
you  would  advise  us  as  Senators  to  get  our  Government  into  tiiat  sort  of  posi- 
tion for  the  benefit  of  these  gentlemen  in  CShina  wtio  want  to  take  the  law  off 
and  go  the  limit  up  in  the  blue  sky  ? 

Secretary  Hoover.  My  own  personal  reaction  on  that  question  is  this,  that  I 
would  prefer  to  go  to  the  British  method  of  handlini,^  those  problems  and.  in 
such  a  specific  case  as  this,  require  the  value  of  the  property  to  be  attested  by 
oath  of  the  incorporators  and  make  them  liable  to  the  stockholders  by  subse- 
quent acti<»n  f(»r  any  misrepresentation. 

JSenator  Brandkgee.  What  I  mean  is  this:  Suppose  I  were  the  Secretary  of 
Commerce,  and  I  had  to  pass  on  the  property  that  was  turned  in  for  a  great 
amount  of  stock  that  had  been  issued,  and  I,  acting  in  good  faith,  decided  the 
pr<q[)erty  was*  worth  $18,000,000.  Suppose  they  were  goinj^  to  issue  securities 
against  it,  and  the  Chinese  bought  those  securities  on  the  judgment  of  a  depart- 
ment of  the  United  States  Government  tliat  the  stock  had  been  fully  paid.  Now, 
suppose  T  commit  an  error  of  judgment,  and  the  i>roperty  is  not  actually  worth 
50  per  cent  of  what  I  thought  it  was.  Are  not  the  investors  then  going  to  look 
to  our  (T(»vernnient  and  say.  Here,  you  appraised  this  prctperty,  and  you  gave 
us  your  <»{licial  valuation,  and  we  have  put  our  money  in  and  lost  it Are  they 
not  going  to  come  right  back  against  our  Government  for  compensation? 

Secretary  Hoover.  It  Is  always  i)osslble  for  them  to  raise  that  question. 

Senator  Branbbgek.  But  would  It  not  be  justly  raised?  If  I  would  Invest 
money  In  a  company  under  an  appraisal  of  the  French  Government,  that  the  prop- 
erty was  actually  of  the  value  r^resented  by  the  stock,  and  I  lost  my  money,  X 
would  think  I  had  a  good  (*laim  airainst  the  Frencli  (xoveromeat  to  compensate 
me.    AVnuId  T  l)e  wront;'  in  morals  or  etiiies  in  tliinUinj^  that? 

Secretary  Hoovku.  I  do  not  kuuw  that  such  acclaim  as  lhat  would  often  arise 
in  such  an  interi>retation. 

Senator  Bkandegee.  Of  course,  it  is  purely  problematical  whether  it  would 
arise  or  not.  Tliat  just  depends  on  the  business  judgment  and  the  sound  judg- 
ment of  the  gentleman  who  makes  the  appraisal,  who  is  human. 

Secretary  Hoovee.  The  Chinese  is  well  used  enough  to  corporation  law  not  to 
expect  that  when  he  enters  a  corporation  he  has  a  guaranty  from  any  Gov- 
ernment. 

Senator  Brandegee.  Of  course,  he  has  not  now,  but  if  this  bill  goes  into  opera- 
tion it  seems  to  me  that  a  department  of  c»ur  Government  is  bein^^  put  in  a  position 
that  it  has  never  hitherto  been  in,  and  1  am  puzzled  as  to  whether  it  is  wise 
public  policy. 

Senator  CrMMiNs.  I  might  give  you  one  illustration  upon  that.  I  do  not  think 
the  provision  is  a  very  rare  one;  it  is  found  in  the  laws  of  some  of  the  States, 
and  was  intended,  of  course,  to  prevent  the  watering  of  stock;  that  Is,  Issuing  a 
large  amount  of  stock  for  property  of  a  small  value.  In  my  own  State  we  cor- 
rected it  by  pro\iding  that  when  stock  is  to  be  issued  for  property  the  value  of 
the  property  shall  be  ascertained  by  the  executive  council  of  our  State  jjovern- 
ment.  That  has  been  in  operation  in  Iowa  for  about  1-^  years,  and  I  do  not 
recall  any  person  who  has  ever  asserted  a  claim  against  the  State  government  for 
any  uiistake  made  in  the  valuation  of  property. 
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Secretary  Hoover.  We  have  the  same  provision  in  the  California  law. 

Senator  Bkandegee.  T  think  it  is  quite  common  in  States,  and  where  there 
is  an  official  tribunal,  like  a  public  utilities  commission,  or  some  body  like  that 
that  is  used  to  doing  the  business,  and  they  make  an  appraisal;  we  understand 
that  anions:  our  own  citizens,  but  here  we  are  dealing  with  orientals.  We  are 
dealing  with  a  dilTerent  race,  and  whether  the  thing  would  work  internationally 
as  it  does  in  the  States  I  am  not  at  all  satisfied. 

Secretary  Hoovfji.  There  is  a  problem  here — that  of  maintaining  the  repute 
of  these  corporations  by  such  provisions  as  will  prevent  them  from  being  usert 
for  illegitimate  iwromotton  purposes— but  whether  this  is  the  most  advantageous 
way  of  doing  it  I  am  rather  in  doubt.  My  own  feeling  is  that  one  could 
arrive  at  this  end  more  effectively  by  maldng  the  incOTporators  personally 
liable  for  the  statements  that  they  file. 

Senator  Waxsh,  Secretary  Hoover,  when  the  matter  was  before  us  liefore  I 
suggested  that  we  were  equally  desirous  of  promoting  trade  with  Japan  and 
assisting  our  citizens  in  Japan  to  develop  trade  there— so  in  India,  so  in 
Hejaz,  so  in  Egypt — and  I  inquired  whether  we  should  not  have  a  special  act 
for  corporations  organized  for  doing  business  in  Japan.  I  was  told  it  was  not 
necessary  there,  because  Japan  had  very  careful  supervision. 

Senator  Chambb31LAIN.  We  have  extraterritorial  treaties  with  several  for- 
eign countries  where  the  conditions  are  not  unlike  conditions  In  China ;  and  Mr. 
Oaleb  Curbing,  away  back  in  1842,  had  a  correspondence  with  Calhoun,  who 
was  Secretary  of  State,  to  show  the  reasons  why  it  was  absolutely  necessary  for 
the  protection  of  American  citizens  that  this  should  not  exist.  His  view  was — 
and  that  was  the  theory  upon  which  he  negotiatetl  the  treaty — that  under  the 
Chinese  treaty  and  the  laws  of  the  Empire  it  was  physically  impossible  to 
enforce  the  laws  so  as  to  protect  American  rights. 

Senator  Walsh.  Undoubtedly  that  is  true.  The  thing  is  so  bad  that  we  can 
not  depend  upon  their  courts  to  do  justice  by  our  dtizens* 

Samtor  GHAMBEacLAiN.  But  you  were  speaking  of  Japan.  Japan  does  pro- 
tect them. 

S^iator  Walsh.  I  understand ;  but  there  are  a  lot  of  other  countries  that  are 
perhaps  in  an  almost  equal  state  of  dilapidation.  For  instance,  if  we  have  this 
act,  why  should  we  not  have  a  special  act  authorizing  corporations  in  Turkey? 

Senator  Chambe^iain.  I  think  we  have;  we  have  severaL  I  have  not  a  list 

of  them  with  me.  *  .x 

Senator  Walsh.  But  you  are  speaking  only  of  the  extraterritorial  jurisdic- 
tion? 

Senator  Chamberlain.  Oh,  yes. 

Senator  Walsh.  I  am  not  speaking  about  extraterritorial  jurisdiction.  But 
what  reason  can  be  assigned,  Mn  Hoover,  in  yonr  mhid  for  singling  out  China 
and  anthoiizing  the  organization  of  corporations  to  do  business  in  China  rather 
than  in  Turkey  or  in  Abyssinia  or  in  any  other  foreign  country? 

Secretary  Hoover.  I  tnke  it  the  main  reason  for  this  act  and  the  singHng  out 
of  China  is  because  that  is  a  point  of  acute  competition  in  trade  where  our 
people  are  working  at  a  disadvantage.  I  have  not  any  doubt  that  the  same 
difficulties  occur  in  Abyssinia  and  Turkey  and  other  points  where  there  is  no 
adequate  protection  of  corporate  action,  but  at  none  of  those  points  have  we 
any  great  competition ;  at  least  we  are  not  sufficiently  active  to  have  driv«a  our 
citizens  into  business  in  a  lai^  way. 

Senator  Walsh.  We  have  rather  an  extmidve  trade  with  the  Levant,  have 

we  m^  i 

Secretary  Hoover.  Yes;  and  the  very  question  may  arise  there.  If  the 
British  Government  takes  the  same  type  of  action  of  excluding  Americans  from 
the  use  of  British  corporate  facilities  we  may  have  the  same  question  arise 
til  ere. 

Serin  tor  Walsh.  Is  it  your  understanding,  Secretary  Hoover,  that  the  facili- 
ties afforded  by  the  State  incorporation  statutes  have  proven  so  inadequate 
there  as  to  drive  African  citizras  to  tiie  protection  of  BrttteOi  statutes  for  the 
purpose  of  incorporating? 

Secretarv  Hoovkb.  I  think  you  will  find  that  there  are  a  good  many  Amen- 
cans  that  have  been  doing  business  in  Egypt  and  Turkey  under  the  British 
incorporation  law,  or  Tather  uad^  the  Egyptian  law,  which  is  under  British 
protection. 

Senator  Walsh.  Of  course,  you  know  there  are  a  great  many  Enjrlishmen 
wlio  for  decades  back  have  been  doing  business  in  this  country  under  Ameri- 
can corporations? 
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Ser-retjiry  IIoovki?.  But  we  have  not  driven  them  out  of  our  corporations, 
and  luM-e  is  an  actual  case  wliere  they  have  been  driven  out  of  the  corporation. 

Senator  AVAhSH.  But  they  have  elected  to  incorporate  under  our  statutes. 
They  conhl,  of  course,  bring  their  own  English  corporations  over  here  and  we 
would  permit  them  to  do  busines,  but  they  do  not  choose  to  do  ttiat 

Secretary  HooysR.  No ;  becatise  we  have  giv^  them  perfect  equality  in  all 
tiieee  problems. 

Senator  Walsh.  The  point  I  am  makinjr  is  tliat  under  British  .jurisdiction  it 
does  not  si^mify  anything  that  an  American  is  incorporated  under  BritisLt  laws, 
because  they  come  over  liere  and  incorporate  under  our  laws. 

Secretary  Hoover.  Well,  we  have  a  case  of  Americans  doing  business  in 
Turkev  under  the  J^srj'ptian  law. 

Senator  Brandkgee.  Why  is  that  underfrable?  Why  should  not  Americans 
incorporate  under  tlie  laws  of  Egypt  if  they  are  going  to  do  business  in  Egypt? 
What  harm  comes  to  them  from  using  the  local  laws  of  the  country? 

Secretary  Hoovm  None  at  all  so  long  as  they  are  allowed  to  be  the  officers 
of  their  own  eorporatlims  and  coiitrol  them*  Here  is  a  case  where  they  were 
denied  that  right 

Senator  CrMMiNs.  AYhat  conditions,  if  any,  does  China  or  any  Province  in 
( Miina  impose  upou^  a  foreign  corporation  as  a  condition  precedent  to  entering 

business? 

Secretary  H(M)VFni.  I  could  not  answer  that  accurately.    At  the  time  I  lived 
in  China  tliere  were  no  restrictions  at  all  of  any  kind. 
IlepresCTtative  Dtbb.  And  there  are  not  now. 

Senator  CtrMMiNs,  What  do  ydu  think  about  the  wisdom  of  exempting  these 
corporations  from  the  income  tax? 

Secretary  Hoovkb.  I  think  it  is  very  essenfal.  I  go  even  further  than  that; 
I  think  that  nonresident  Americans — I  do  not  mean  Americans  living:  Itere  and 
doing  business  al>r(^ad,  l»nt  actual  uonresideut  Americains; — ^should  l>e  exempt 
from  American  income  taxes. 

Senator  Cvmmins.  Oujrht  that  to  extend  simply-  to  tine  coriH»rations  or  to  the 
stockholdei's  of  the  corporations? 

Secretary  Hoovkr.  I  think  we  need  to  extwd  it  to  the  stockholdei-s  who  are 
American  citizens  if  we  wish  to  put  them  on  a  basis  of  equality  in  trading 
abroad. 

Senator  Cxtmmixs.  Of  course  we  couhl  not  tax  the  citizens  of  Cluna  after 
they  liad  received  their  dividends.  T  suppose,  hut  we  could  taix  eitixeas  of  tlie 
I'nited  States  after  they  had  received  their  dividends? 

Secretary  Hoovek.  Uijrlit. 

Senator  Cvmmi:ns.  What  do  yon  sujj;gest  would  he  the  wise  poMcy  with  re^rard 
to  that? 

Secretary  Hoover.  I  would  exempt  the  Americans  who  are  resident  in  Cldua, 
m  other  words,  who  are  nonres!dents  of  the  United  States  for  the  time  heing. 
But  the  American  citizen  in  the  United  States  who  owns  stock  in  the  corpora- 
tion must  ohv:ously  l)e  subject  to  tax  under  the  income  tax  law. 

Senator  Wat.sh.  This  provides  that  su<'h  corporation  uu\y  en^^a^v  in  any  busi- 
ness or  enteri)rise  coniUicted  wholly  within  (Muna  and  carried  on  with  |»ersons 
in  Cljina.  except  that — and  it  ^ives  some  exceptions.  That  wouhl  permit  tlienr 
to  ])uild  a  railroad  or  enpi^je  in  nunin^j? 

Secretary  Hoo\T!:r,  One  of  the  advantages  of  establishinjr  this  law  is  tlie  hope 
that  Americans  will  Join  Ch'nese  capital  in  large  enterprises  in  China. 

SenatOT  Watsh.  Well,  now,  we  would  not  ^nt  any  such  \nrge  powers  in  the 
United  States^  For  instance,  we  would  not  let  a  company  fro  into  the  insurance 
business.  We  have  special  insurance  statutes  in  almost  every  State.  We  liave 
special  statutes  in  relation  to  iruaranty  companies,  W(»  won't  let  them  .l^o  into 
those  lines  of  business.  We  won't  let  them  ^o  into  the  railroad  businc^ss  under 
the  j^eneral  statute,  because  it  is  believed  to  be  detrinuMital  to  the  public  inter- 
est to  Kive  to  the  ordinary  tradinjr  corp(»ration  xhv  vv^ht  to  en^a^j:e  in  any  of 
tliese  special  lines.  Wouhl  we  be  justified  acconrn^ly  in  lelaxinj;  our  iwlicy  as 
to  these  people  who  are  in  China  d<Hnf?  bO£tfness  there? 

Secretary  Hoovra.  It  seems  to  me  the  only  reservation  that  needs  to  l>e  m»de 
In  that  direction  Is  a  reservation  by  the  Chinese  Government.  So  far  as  we  are 
conceme<b  in  an  attempt  to  establish  American  business  in  C^hina.  we  can  give 
therir  as  wide  ]iowers  as  possible. 

Senator  Wai.sh.  That  is,  if  the  Cliinese  Government  does  not  «bje<-t  we  sU^juld 
not? 

Secretary  Hooveb.  We  o\xg\it  not  to  object  if  they  <lo  not. 
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Senator  Wamh.  That  is  rather  a  cold-blooded  view  to  take  of  it. 

Here  is  another  thing  to  which  I  want  to  invite  your  attention.  The  corpora- 
tion shall  not  enpca^e  in  any  business  or  enterprise  other  than  that  authorize<l 
by  subdivision  (b).  except  that  it  (1)  may  purcliase  in  the  United  States  for 
transportation  to  China,  broods,  wares,  or  merchandise  necessary  to  the  estab- 
lishment and  conduct  of  the  business  or  enterprise  in  wliich  it  is  authorized  to 
engajre.  That  is  to  say.  it  may  buy  ^^oods  in  this  country  and  ship  them  to 
China,  but  it  can  not  buy  goods  in  China  and  ship  them  to  this  country- 
Secretary  HoovEB.  I  do  not  assume  that  it  would  have  that  effect  at  alL 
That  provision  must  be  taken  in  connection  with  the  statement  just  before,  that 
it  shall  not  engage  in  busine^  in  the  United  States ;  here  is  an  exception  and 
a  type  of  business  in  which  it  may  engage  in  the  United  States. 

Senator  Brandegee.  Do  yon  understand  that  these  companies  want  the  right 
to  send  goods  from  the  United  States  to  China  and  there  to  marliet  tUem  inside 
of  China,  and  also  the  right  to  send  goods  out  of  China? 

Secretary  Hoover.  To  the  United  States  and  elsewhere. 

Senator  Brandegee.  And  all  other  countries? 

Secretary  Hoover.  Right. 

Senator  Walsh.  But  if  it  buys  goods  in  China  it  buys  them,  of  course,  for 
the  purpose  of  selling  them,  and'  it  must  sell  them  In  the  United  States.  Is  it 
your  understanding  that  under  this  bill  it  could  send  its  representatives  to  the 
leading  cities  of  the  United  States  and  take  contracts  in  the  Uaited  States  for 
the  shipment  of  goods  to  the  United  States  from  China? 

Secretary  Hoover.  T  assume  it  is  (me  of  tlie  purposes  of  the  incorporation  to 
enable  it  to  engage  in  both  impoit  and  export  l)usiness. 

Senator  Walsh.  That  is  wliat  I  supposed,  but  it  occurretl  to  me  tli:»t  this 
restricted  it  to  the  export  l)usiness. 

Senator  Brandegee.  It  certainly  vpould  be  given  tJiat  Interpretation  where  it 
specifies  that  they  can  not  do  so  and  so  but  they  can  send  goods  from  the 
United  States  into  China.  I  should  suppose  that  would  preclude  their  sending 
goods  out  of  China  back  to  the  United  States.  There  is  no  sense  in  emim(M  ating 
that  one  power  as  a  grant;  it  would  be  conclusively  presumed,  I  tbwk^  that  that 
was  all  the  power  they  had  in  international  trade. 

Senator  Cr^rMixs.  I  take  it  that  was  inserted  in  order  to  meet  tlie  consti- 
tutional provisions  for  the  regulation  of  conunerce  with  foreign  nations. 

Senator  Bkandegee.  I  suppose  so,  but  if  they  really  want  to  export  and  im- 
port between  the  United  States  and  China,  then  they  should  say  so  right  out 
In  the  bill.  But  that  would  be  perfectly  inconsistent  with  the  title  of  the  act 
and  the  provi^on  where  it  says  it  is  for  the  Incorporation  of  companies  to  do 
business  wholly  in  China.  What  I  am  trying  to  get  at  Is  what  is  in  the  minds 
of  the  people  who  are  promoting  this  bill,  what  they  want  to  do. 

Secretary  Hooi-er.  I  have  no  doubt  the  main  object  is  to  secure  the  erection 
of  businesses  in  China  other  than  import  and  export  businesses,  although  I  was 
under  the  impression  they  were  expecting  to  do  some  import  and  export  busi- 
ness in  this  connection. 

Senator  Bkandegee,  Do  you  not  think  it  is  possible  for  the  authors  of  the 
bill  so  to  clari^  their  ideas  or  their  language  as  to  have  that  object  definitely 
and  exclusively  stated? 

Secretary  Hooveb.  I  have  no  doubt  of  that.  Mr.  Deiby  here  is,  I  think,  a 
representative  of  the  American  Chamber  of  Commerce,  or  at  least  is  act"ng 
for  them  and  the  other  Americans  who  are  interested  on  the  China  coast,  and 
perhaps  he  can  clarify  those  things  for  you. 

Senator  Cr^i^nxs.  Referring  to  the  question  put  by  Senator  Walsh,  T  can 
readily  see  that  if  we  are  to  pass  a  general  incorporation  act  it  might  be  very 
desirable  to  allow  the  same  corporation  to  engage  in  a  great  many  kinds  of 
business  in  China,  but  do  you  think  it  is  wise  to  allow  a  corporation,  any  one 
corporation,  to  engage  in  all  kinds  of  business? 

Secretary  Hoovee.  Well,  I  think  there  is  a  natural  limitation  In  China  on 
the  characters  of  business  In  which  it  can  engage,  in  this  fact;  that  practically 
all  public  utilities— railways  and  other  enterprises  of  that  order— are  estab- 
lished throu^  an  agreement  with  the  Chinese  Government,  and  the  American 
corporation  can  not  start  building  a  railroad  anywhere  it  i^leases.  In  other 
words,  the  Chinese  Government  retains  control  over  such  enterprises. 

Senator  Cum^itns.  Rut  for  the  protection  of  our  own  people,  without  regard 
to  China,  it  is,  I  think,  the  general  policy  of  all  the  laws  of  the  country  to 
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confine,  or  at  least  to  exclude  a  corporation  tliat  is  doin^^  one  kind  of  business 
from  doin^^  some  otlier  k'nd  of  business.  If  it  is  orjranized  for  the  purpose  of 
buildinjr  a  railway  it  nnist  depend  upon  some  concession,  I  assume,  granted 
by  China,  but  tlie  corporation  ouj^ht  to  do  that  business  and  no  other.  If  it  is 
organized  for  merchandisinjr  and  trading  it  should,  of  course,  do  the  business 
that  is  commonly  done  by  a  corporation  so  organized. 

ItQ[Hresentative  Dteb.  Senator,  this  bill  specifically  takes  care  of  that  in 
section  5.  When  the  incorporators  make  application  for  a  ebai  ter  they  must 
state,  among  other  things,  under  title  (c),  the  purpose  for  which  it  is  formed 
and  the  character  of  business  in  which  it  is  to  engage. 

Senator  Cummins.  Suppose  it  sliould  file  its  articles  of  incorporation  with 
the  Department  of  Connnerce  and  say  it  wanted  to  engage  in  the  railway  busi- 
ness, in  the  electric-light  business,  in  the  street-car  business,  and  in  buying 
and  selling  merchandise,  and  in  the  insurance  business? 

Representative  Dyek,  Do  you  mean  to  say  that  they  might  put  in  there  that 
they  want  to  do  all  of  these  things? 

Senator  Cummins.  Why,  certainly.  It  is  not  our  policy,  generally,  you  know, 
to  permit  any  single  corporation  to  engage  in  that  wide  variety  of  act  vity. 

Bepresentadve  Dyeb.  That  Is  not  the  intention  of  this  bill,  Senator.  They 
must  do  the  same  as  they  do  now  when  applying  for  a  charter  under  the  State 
laws ;  they  must  state  the  object  and  purpose  for  which  they  are  desiring  to 
engage  in  business. 

Senator  Ci  mmins.  There  is  no  limitation  on  the  objects  and  purposes  that 
it  can  state  in  the  charter. 

Representative  Dyeb.  It  is  about  the  same  as  it  is  under  the  State  laws 
generally. 

Senator  Gumming  I  fhlnk  not. 

Representative  Dyer.  In  my  State  th^  have  to  state  the  purposes  for  which 
ttiey  desire  to  form  a  corporation. 

Senator  Cummins.  I  do  not  know  about  your  State,  but  in  most  States  if 
a  corporation  is  organized  or  incorporated  for  the  purpose  of  becoming  a  com- 
mon carrier  it  can  not  engage  in  any  other  business,  and  so  with  quite  a  number 
of  other  public  corporations  of  that  Ivind. 

Representative  Dyer.  It  is  the  intention  of  this  bill  to  limit  it,  and  if  you 
feel  that  it  is  not  so  limited  it  can  be  done. 

Senator  Cummins.  I  think  it  would  be  much  easier  If  our  Government  has 
retained  some  power  of  supervision,  to  «erclse  that  power  wisely,  that  a 
proper  limitation  be  placed  upon  the  kinds  of  buMness  in  which  the  corporation 
could  ec^ge. 

B^jresentative  I>ykb-  They  have  to  make  their  application,  and  then  it  must 
be  approved  before  a  charter  would  be  issued.  They  have  to  set  out  that  they 
want  to  do  various  things,  and  no  doubt  it  would  not  be  accepted  by  the 
Secretarv  of  Commerce  unless  it  was  proper. 

Secretary  Hoover.  It  is  a  question  whether  a  corporation  can  engage  m  any 
classes  of  business  or  in  any  character  of  business.  On  that  latter  purpose 
I  do  not  see  any  limitation.  In  other  words,  the  objects  of  building  a  railroad 
can  be  set  out,  and  that  will  be  understood,  but  as  to  whether  a  railway  could 
go  into  the  insurance  business  or  some  other  bui^jieim  I  think  there  should 

be  some  limitation,  ^  ^       ,  , 

S^tor  Brandeqee.  Under  the  law  as  it  was  in  our  State,  and  under  some 
of  the  old  charters  issued,  they  would  have  powers  as  broad  as  the  East  India 
company  They  could  conduct  a  mining  business  or  a  railroad  business,  or 
they  couid  take  possession  of  railroads,  and  all  the  limitation  we  used  to  put 
upon  them  was  that  thev  should  not  conduct  a  banking  business  in  the  State 
of  Connecticut,  but  they^could  do  it  any  place  else  if  that  State  wanted  to  let 
them  do  it.  That  is  what  would  happen  under  this.  I  am  not  saying  mat 
it  is  not  wise  to  do  it.  These  companies  are  going  over  to  develop  China ;  they 
are  going  to  buiW  stores  and  dredge  rivers  and  mine  coal  and  conduct  retail 
stores,  imd  that  is  what  they  will  do  if  it  is  left  as  it  is.  They  can  make 
praeticaUy  their  own  charter,  but  if  it  is  an  illegal  business  they  contemplate 
the  Secretary  of  Commerce  would  decline  to  issue  a  charter. 

Secretary  HoovKR.  I  think  the  whole  purpose  of  this  bill  arises  through  a 
desire  to  do  competitive  business,  and  I  think  we  ought  to  gi'ant  that  liberally. 

Senator  Brandegee.  Yes ;  I  agree  with  you.  I  am  in  favor  of  doing  something 
and  putting  our  companies  on  an  equal  basis  with  the  Chinese  Md  Japanese 
and  British  competitors.   Later  on  I  want  to  hear  something  about  the  coa- 
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stitutionality  of  this  pr<>posed  l^islatlon.    There  is  no  use  passing  the  bill  if 

it  is  going  to  be  declared  void.  ^.  «    j  w  t 

Senator  Cummins.  How  does  such  a  company  as  tlie  Standard  Oil  Co.  do  busi- 
ness? It  is  an  American  corporation  that  is  under  some  charter  issued  by  one 

of  the  States.  .  ^ 

Secrotary  Hooveb.  Yes;  but  they  are  not  M^tOag  G^ese  capital. 
Senator  Oummins.  So  tJiat  the  two  chief  things  sought  to  be  done  by  this 

bin  are,  first,  making  a  better  opportunity  to  secure  Chinese  capital,  and  a 

better  protection  of  both  Chinese  capital  and  American  capital? 

Secretary  Hoover.  Yes,  sir.  The  question  of  securing  Cliinese  capital  and  of 
having  Chinese  capital  interested  witli  American  capital  is  more  important  than 
misht  at  first  manifest  itself,  because  the  Chinese,  having  no  outlet  for  capital 
of  its  own,  turns  to  foreign  capital,  and  the  available  capital  in  China,  by 
joining  with  the  foreign  capital,  furnishes  a  better  opportunity  for  inyestmrat 
and  developmrat  than  they  would  have  otherwise. 

Smiator  C5UMMINS.  Is  there  anything  further?  ^ 

Secretary  Hoover.  I  have  nothing  further. 

S^ator  OcTMMTNs.  If  not,  we  wUl  hear  a  diseusdon  upon  our  constitutional 

authority  to  enact  the  bill. 
Mr.  CHAMB£BLAX£f.  Mr.  Chairman,  I  wish  the  committee  would  hear  Mr. 

Reinsch. 

Senator  Citmmins.  Very  well ;  we  will  hear  Mr.  Reinsch  next 

I  wish  you  would  give  to  the  reporter  some  description  of  ttte  opportuntties 

you  have  had  to  become  familiar  with  trade  In  Ohina  and  what  your  connections 

there  have  hem. 

STATEMENT  OF  KB.  PAUL  S.  BEINSCH,  ATTOBITSY,  WASHING- 
TON, D.  a 

Mr.  Reinsch.  I  have  had  six  years'  residence  in  China,  and  have  a  ooutiiiuing 
interest  in  American  business  in  China. 

I  have  not  heard  the  <liscussion  that  has  preceded,  Mr,  Chairman,  and  I 
shall  simply  bear  witness  to  my  sense  of  importance  of  this  proposed  l^da- 
tion  from  the  point  of  view  of  our  commerdal  interests  in  the  Far  East,  in 
China  particularly.  It  seems  to  me  that  our  entire  national  business  is  con- 
fronted with  the  very  serious  danger  of  a  loss  of  Its  foreign  ?)usiness.  And  the 
only  way  in  which  that  can  be  prevented  is  to  use  every  i>ossibIe  means  for 
making  contact  witli  the  sources  of  that  business.  Now,  in  China  one  always 
must  remember  tliat  commerce  can  not  be  distinguished  from  investment.  The 
people  who  invest  tliere  will  have  the  commerce.  We  can  not  be  sitting  here 
turnin^^  out  our  ijoods  and  thinlving  of  sending  catalogues  and  salesmen  unless 
we  have  developed  an  investment  interest  in  the  country  in  which  we  deidre 
to  do  business,  because  it  is  the  people  who  build  the  railroads  or  who  make 
the  partnership  arrangem^ts  wMii  the  country  that  are  going  to  get  that 
business.  Now,  fronJ  that  pctot  of  view  this  legislation  is  extremely  important, 
because  I  am  satisfied  it  is  almost  necessary  that  our  merchants  should  have  that 
Instrument  in  China  if  they  are  to  be  put  in  position  to  comi>ete  at  all  with 
the  nations  like  Great  Britain  and  Japan.  That,  I  take  it,  has  already  been 
brought  out. 

And  the  lei^al  retison  for  the  enactment  of  this  m':*asure  witli  regard  to  Cliina 
is  the  peculiar  condition  of  the  extraterritorial  position  and  rights  that  affect 
our  citizens  there  particularly,  and  that  we  have  officials  and  courts  which 
administer  the  laws  there  for  our  ^^tissens,  and  e<msequ«tttly  we  can  l^slate 
for  our  citizwis  with  respect  to  China,  as  we  could  not  legislate  with  respect  to 
our  dtizens  in  any  other  Nation.  That  is  peculiarly  so  with  reference  to  (^hina. 
Our  laws  virtually  extend  to  our  citizens  in  China  and  cover  every  phase  of 
our  citizenshii)  there  in  China. 

Now,  the  practical  side  of  it  is  that  it  onal)les  Americans  to  form  ctu'porations 
there  with  full  participation  of  local  capital,  which  will  be  under  the  super- 
vision of  the  American  authorities  and  will  carry  the  prestifS©  of  the  American 
name.  Now,  that  means  a  great  deal,  Mr.  Oiainnan,  The  prestige  of  the 
Americn  name  is  somethtaig  tliat  is  quite  noteworthy  in  the  Far  East,  in  China 
particularly.  And  one  favorable  thing  about  this  legislation  is  that  it  will  put 
the  corporations  that  will  represrat  American  business  under  a  certain 
amount  of  official  control.  Of  course,  at  the  present  time  it  would  not  he 
possible  to  organize  conK>rations  in  the  State  and  make  tliem  only  very  super- 
ficiaily  American  as  to  the  business  they  are  in,  but  that  sort  of  thing  does  not 
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appeal  to  the  American  merchants  who  desire  to  develop  our  comm^ce  to 

China. 

Now,  the  point  of  participation  of  Cliinese  capital  is  exceedinj^ly  important. 
While  our  present  burden  of  taxation  lasts,  it  can  not  bt^  expected  that  a  great 
many  Ciiinese  would  invest  their  capital  with  an  Anua-ican  partner  if  they 
are  sul)iected  to  The  American  taxation.  They  are  not  under  the  British  and 
Japanese,  and  speciiU  inducements  are  held  out  to  them  to  come  in  and  do  that 
very  thing. 

Now,  there  are  predisposals  to  e<^e  in  with  American  partners,  because  of 
the  work  that  has  been  done  Uiere.  I  can  not  overemphasize,  Mr.  Chairman, 
the  importance  of  that  one  matter,  because  whatever  iMiterprise  you  go -into 
with  a  Chinese  partner,  yon  have  a  far  wider-reaching  opportunity,  and  it  is 
the  jtroper  forn.i  of  association  just  now,  owing  to  the  prevailing  form  of  asso- 
ciation ther4\  There  has  just  been  formed  in  England  a  large  Chino-British 
corporation,  which  will  go  into  that  sort  of  thing. 

The  instrument  created  by  this  act  will  make  it  possible  for  ns  to  take  ad- 
vantage of  a  condition  which  has  been  created  there  and  go  tato  that  enormous 
market  under  favorable  conditions. 

When  we  think  of  the  Chinese  market,  it  is  necessary  to  remember  that 
China  is  just  at  the  beginning  of  the  development  of  her  natural  resources. 
She  is,  in  that  one  respect,  a  new  country,  but  a  new  country  supplied  with  a 
splendid  labor  supply,  and  with  an  old  civilization,  and  with  a  great  deal  of 
native  capital  that  has  not  as  yet  been  given  a  stnmg  modern  organization.  It 
is  largelv  personal  capital,  but  there  is  a  great  deal  of  it,  and  by  attracting  it 
w  t-  can  make  every  American  dollar  in  China  associate  itself  with  three  or  four 
Chinese  dollars  to  do  the  work  that  our  capitalists  desire  to  do  there.  For  that 
reason  it  is  very  important.  That,  Mr.  (Siairman,  in  a  very  rough  outline  is  my 
optoion  of  the  importance  of  this  measure. 

I  consider  it  of  the  utmost  importance  that  we  should  interest  the  enormous 
capital  there.  There  are  at  least  100,000,000  people  tliere  that  are  immediately 
readv  to  purchase  the  things  we  manufacture,  if  we  go  about  it  right,  and 
tliere  are  3r>0.0(MUMX>  people  who  will  take  certain  things.  The  conception  that 
tlie  (Miinese  are  i^oor  is  largely  mistaken.  There  is  a  great  deal  of  povetry ; 
tliev  live  on  a  narrow  margin.  But  there  is  also  a  great  deal  of  wealth,  and 
a  great  readiness  to  adopt  modem  methods.  For  instance,  the  automobile;  it 
will  be  only  a  few  years  until  there  will  be  a  million  automobiles  in  China,  at 
the  rate  at  which  they  are  now  being  marketed  there  and  b^ng  carried  into 
the  country.   There  alone  is  an  important  stake. 

I  will  not  take  more  of  your  time,  Mr.  Chairman,  but  am  ready  to  answer 
any  questions  there  may  be  put  to  me  on  tlie  basis  of  my  experience  there. 

Senator  Cvuynys.  What  do  you  think  would  he  the  effect,  not  only  in  China, 
but  in  other  countries,  of  organizing  a  corporation  under  a  Federal  law  that 
would  have  the  right  to  import  goods  from  the  United  States  into  China,  but 
would  not  have  the  right  to  export  goods  into  the  United  States;  while  it  would 
have  the  right  to  export  goods  into  every  other  country  in  the  world? 

Mr.  Rkinsch.  That  it  would  be  prev^ted  from  export!^  from  China  into 
the  United  States? 

Senator  Cummins.  As  I  understand  this  bill,  it  is  not  intended  that  any  such 
corporation  shall  l>e  permitted  to  sell  goods  in  the  United  States  or  to  citizens 
of  the  United  States  to  be  exported  int<»  this  country.  It  can  export  goods  into 
Great  Britain,  or  Japan,  or  anywhere  else,  but  can  not  sell  anything  in  the 
United  States,  or  to  people  to  be  exported  into  the  United  States. 

Mr.  llEiNscH.  As  I  understood  the  bill,  it  simply  meant  that  it  could  not  do 
business  in  the  United  States,  but  It  could  gather  up  these  goods  through  the 
agencies  doing  business  in  China,  and  put  them  into  American  busing  houses. 
I  had  no  idea  that  the  law  did  not  permit  that. 

Senator  Cummins.  Well,  I  am  speaking  of  tlie  corporation  that  is  to  be  organ- 
ized. We  will  say  that  it  is  a  general  trading  or  connnercial  corporation  for 
the  i)urp<»se  of  l)uying  and  selling  merchandise.  Now,  we  give  it  authority  to 
buy  goods  in  the  United  States — to  l)uy  goods  and  take  them  to  China;  we 
give  it  authority  to  l>uy  goods  and  send  them  to  Great  Britain  or  any  other 
country,  but  we  do  not  give  it  authority  to  sell  anything  that  it  may  have  in 
the  United  States,  or  to  export  to  the  United  States.  That  seems  to  me  to 
be  a  very  illogical  arrangement,  and  I  am  wondering  how  that  would  affect 
the  feeling  of  the  people  of  China,  and  the  feeling  of  the  people  of  otb^  coun- 
tries into  which  it  might  exjmt  s^da 
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Mr.  Reinsch.  It  would,  of  course,  be  a  part  of  the  business  of  any  commercial 
oi^nization,  or  business  house  in  Cliina,  not  only  to  gather  up  goods  in  China, 
but  also  to  export. 

Senator  Cummins.  Certainly,  but  this  bill  would  not  permit  it  to  do  that. 
Mr.  Reinsch.  I  had  no  idea  of  that. 

Senator  Cummins.  If  I  am  wrong  about  that  I  would  like  to  be  corrected. 
Senator  Bhandboee.  At  pege  2  of  the  hiU,  line  21,  paragraph  (b) : 
"Such  corporation  may  engage  in  any  business  or  enterprise  conducted 
whoUy  within  China  and  carried  on  wWk  pers^  in  Ohbia.'* 
And  then  paragraph  (c)  provides: 

"The  corporation  shall  not  engage  in  any  business  or  enterprise  other  than 
that  authorized  by  subdivision  (b),  except  that  it  may  purchase  in  the  United 
States  for  transportation  to  China,  goods  or  wares,  or  merchandise  necessary 
to  the  establishment  and  conduct  of  a  business  or  enterprise  in  which  if  to 
autliorized  to  engage." 

That  is  wholly  within  China.  Now,  the  specification  that  it  may  import  from 
the  United  States  into  China,  but  it  can  not  do  any  business  ^cept  wholly 
^thin  China,  does  not  tiiat  seraa  to  you  to  preclude  it  from  r^ortbig  out  of 
China? 

Mr.  Reinsch.  It  would  simply  affect  the  manner  of  doing  that.  If  your 
interpretation  is  correct,  it  would  mean  that  such  a  corporation  couM  feather 
up  tlie  jnoducts,  hut  would  turn  them  over  to  a  commission  house  in  China  fur 
transport  to  America. 

Senator  I^RAM>EGP3i:.  Of  course,  it  would  sell  anything  it  wanted  to  in  China? 

Mr.  Kkinsch.  Yes. 

Senator  Bbandboeb.  The  things  that  it  can  do  in  China  is  not  affected  hy 
this  act  But  why  limit  the  coiporaticm  that  is  designed  to  promote  trade  la 
CMna;  why  limit  it  wholly  to  doing  business  within  China? 

Mr.  Powfflx.  I  thinlc  tiiat  was  put  in  to  prevent  them — it  was  put  in  rather 
as  a  concession.  There  would  he  nothinir  to  prohibit  them  from  gathering  up 
these  products  and  bringing  them  to  Shanghai. 

Mr.  DoDsox.  I  heard  the  exphination  given  to  the  committee  who  framed 
this.  I  would  like  to  give  the  views  of  the  gentleman  who*,  explained  it.  He 
said  that  this  fear,  if  they  allowed  these  agencies  to  enter  with  th^r  branches 
in  this  country,  that  it  would  lead  to  a  deeper  and  sharper  competition  in  tills 
country. 

Saiator  BBAin>EGia&,  That  is  to  b^t  tike  tariff  Itself? 

Mr,  DonsoN.  Yes;  but  the  business  torn  would  rather  have  the  ftree  privi- 

l^e  of  exporting. 

Senator  Brandegee.  I  should  think  so. 

]\lr.  DoDsoN.  Tliis  request  was  made  out  of  a  fear  that  it  would  give  a  little 

more  privilege  

liepresentative  Dyer  (interposing).  We  do  not  want  them  to  be  able  to  com- 
l>ete  with  companies  organized  and  existing  under  the  laws  of  this  country  and 
doing  business  here,  because  this  bill  provides  certain  special  benefits  to  com- 
panies in  the  way  of  exemption  of  corporation  taxes,  and  we  do  not  want  to 
give  than  a  privilege  that  those  companies  do  not  Mve  until  we  make  tii^ 
domestic  corporations,  practically. 

Senator  Bsanbssgse,  I  think  they  have  in  the  bill  practicaUy  what  they 

want. 

Mr,  DoDSON.  That  was  a  concession  to  the  lawmakers. 

Representative  Dyer.  Our  committee  was  i»ot  willing  to  give  to  these  people 
doing  that  business  the  privileges  now  enjoyed  by  firms;  in  order  to  do  busi- 
ness and  compete  in  China  with  other  countries  doing  business  with  their 
nationals  they  must  have  special  privileges.   Secretary  Hoover  suggested,  ev«i 

they  iAiouId  be  exCTapt  

Mr.  PowEix  (interposing).  I  may  say  my  discussion  of  this  matter  with 
the  Members  of  Congress  indicated  that  it  was  a  scheme  for  Americans  to 
get  out  of  paying  taxes.  This  was  put  in  to  prevent  that  sort  of  thing.  In 
other  words,  the  fear  seemed  to  exist  among  IMembers  of  Congress  that  big 
business  would  go  over  tliere  and  manufacture  over  there  and  sell  over  there. 

Representative  Dyer.  Many  of  these  companies  have  agents  in  China  to  buy 
products  and  send  to  this  country.   Now,  anybody  that  has  anything  to  fseSL 
can  sell  to  those  agents  and  they  can  send  it  in. 

Senator  Cttmmins  I  think  the  bill  goes  a  little  further  than  Senator  Brande- 
gee thinks  it  does.  I  think  it  would  prohibit  the  export  of  goods  li-om  China, 
even  the  goods  that  were  bou^t  in  Cliiiuu 


22 


PBOM0II0:cr  OF  TBADE  IN  CHINA. 


Mr.  Kkinboh.  Mhv  I  say  that  wa8  my  impression,  beca\ise  it  says,  '  A  busi- 
ness conducted  wholly  within  China"?  They  can  make  the  agreement  m 
China,  and  then  the  goods  are  out  of  their  lumds,  and  the  risk  is  entirely 
in  tlie  name  of  tlie  purcliasers.  And  it  seems  that  even  with  tliis  restriction 
the  business  of  such  a  corporation  would  not  l)e  essentially  limited.  There 
would  have  to  he  an  intermediary  step  between— tliey  c<mld  not  have  agencies 
hi  this  <  <»uinry.    That  is  tlie  chief  point  ^  «^  ^ 

S(*nator  (Mwi  MiNs.  Tliat  wouki  he  true  of  exports  into  the  United  States. 

Mr.  llKi.Nsdi.  Yes.  ^  ^        ^    .  .  i.  « 

Senator  Cvmmins.  But  it  would  not  be  true  of  hnports  Into  Great  Britain, 
because  a  comi)anv  In  London  could  buy  directly  of  this  cor]>oration  any  goods 
that  it  desiretl  to  buy,  nnd  they  c*>uld  be  exported  to  London;  but  that  would 
not  be  true  of  a  house  doing  a  similar  business  in  New  York. 

Senator  Brandkokk.  I  do  not  think  they  can  export  tliese  goods  by  the 
conu»anv  to  London,  hut  they  can  be  exporte*!  by  the  jairchaser. 

Senator  (U  mmins.  Of  eourse,  the  title  would  have  to  clmnge  in  China, 

Senator  I^kxndkgkk.  Yes.  I  understand,  I  think,  the  desirability  of  doing 
^oniethin^'  to  aid  this  (  hinese  business.  There  is  no  question  about  that,  and 
I  think  evervl)ody  is  for  it  on  the  eonimittee  and  in  the  Senate. 

Now,  I  woulfl  like  to  hear  something  about  our  authority  to  do  this,  Mr 

Chairman,  if  we  can*  ^    ,       .„  ,       ^  . 

Senator  CVmmijss.  That  is  tlie  real  (piestion.  I  think  the  bill  will  have  to  be 
niodihe<l  in  some  respects.  As  developed  here  this  afttM-noon,  it  will  have  to 
l>e  nioditied  in  rejjard  to  the  corp<»ration.  Our  real  ditliculty.  in  the  subcoiu- 
mittep  at  least,  and  T  think  it  will  be  true  all  the  way  through,  is  to  lind  some 
Idaee  ui>on  which  to  rest  our  feet  constitutionally.    Let  us  hear  from  Mr. 

\  H A^u^KKLAix.  I  would  like  to  have  Mr,  Beinsch  istate  his  eonnections  and 
the  fact  that  he  was  a  former  minister  to  China.  ,    «t  *  i 

Senator  CrMMixs.  Will  you  please  state  fully  your  exfierience  and  official 

connection  in  China?  ,   .  „  . 

Mr.  Reinsch.  I  was  formerly  minister  to  China,  and  still  iuive  business  ci>n- 

nections  there. 

Senator  HuA>nK(iKK.  When  did  you  go  to  China? 

:\lr.  liKiNscH.  In  Mn:\.  , 

Senator  r.KAM)K(iK,K.  You  went  in  11113,  and  stayed  there  until  when? 

Mr.  liETNSCH.  Until  1919,  ,x  ^ 

Mr.  (  HAAiBKULAix.  Were  you  not  fm-merly  connected  with  the  University  of 

Wisconsin? 
Mr.  IterascH.  Yes,  sir. 
Mr.  Chambkri-ain.  In  what  capacity? 
Mr  Rkinsch.  Professor  of  in'ern.ational  hiw  there. 
Senator  Bbandkokk.  Wert*  you  residin.Lr  at  Peliing  most  of  tlie  time? 
Mr  Uktnsch.  All  of  the  time.  al)soliitely. 

StMijitoi-  Ci'MAiiNs.  We  are  very  much  i»hh^ed  to  you,  ^h:  lleinsch,  for  ynur 

statement. 

We  will  hear  fnan  Mr.  Haclvworth. 

STATEMENT  OP  MB,  O.  H.  HACKWORTH,  ASSISTANT  SOLICITOB, 

BEFABTMENT  QS  STATS. 

Senator  OrMMiNs.  Will  you  please  state  your  niuue  in  full  and  your  oiticial 

position?  ,  ^.  . 

yiv  TlAcKwouTn.  <;.  H.  Ilackworth.  assistant  solicitor.  1  )ei»aftment  ot  State^ 

Senatin-  (Mm.mins.  X(»w.  if  you  will  present  the  lejral  aspects  of  the  hill  from 
!i  constitutional  stanUpoint,  we  will  he  obliged  to  you. 

Mr  Hackwouth.  Tlie  qnestion  of  the  constitutionality  of  this  bill  1ms  he- 
come  a  little  more  complex  to  me  since  I  have  heard  the  views  expressed  here. 

I  had  thought  from  the  beginning  that  this  hill  w<mld  he  considered  as  en- 
tirely within  the  jurisdiction  of  Congress  to  er.act,  hecanse  it  has  to  do  with 
foreign  commerce*  I  am  stil!  inclined  to  tliink  tliat  that  is  true.  l)y  reasiai  of 
the  fact  that,  as  you  liave  already  indicated,  it  i>rovi(les  for  the  purchase  of 
goods  in  tlie  Tnited  States  and  their  shipment  to  Ch\m\.  That  w^add  lie  a 
matter  of  commerce  with  a  foreij^n  nation,  and  any  nmtter  with  resi)e<l  to 
ccanmerce  with  foreign  nations,  of  course,  is  within  the  province  of  Conjrress  to 
regulatt  .    It  seems  to  me  that  because  of  the  fact  that  the  bill  has  to  do  with 


PBOIijLOTIOIf  OF  TEADE  IN  CHINA. 


23 


trade  with  anotlier  nation,  the  Congress  would  have  the  authority-  to  emct  such 

legislation. 

But  there  ai-e  two  other  reasons  which,  perhaps,  are  equally  good. 

Senator  Cu.mmi>s.  Kef(»re  you  pass  from  that  point,  suppose  a  corporation 
were  incorporated  under  this  act  to  organize  aud  construct  and  operate  a  street 
car  system  in  Peking,  and  in  the  course  of  its  construction  it  had  occa^on  to  buy 
rails  or  engines  In  the  United  States  and  ship  than  from  this  country  to  China, 
do  you  think  that  that  fact  would  give  to  Congress  the  authority  to  make  pro- 
vision to  organize  the  corporation,  and  wotfld  that  be  a  r^latlcm  of  (»>nimerce 
with  foreign  nations? 

Mr.  Hackworth.  I  sh(nild  say  that  Congress  at  least  would  have  the  power 
to  regulate  the  mutter  of  commerce;  it  could  Siiy  how  such  rails  might  be  shippeil, 
and  when,  etc. 

Senator  Cummins.  Und<aihtedly ;  hut  I  mean  would  it  have  authority  to  au- 
thorize or  create  the  corporation  itself? 

Mr.  Hack  WORTH.  I  am  inclined  to  think  it  would  have  the  pow«  to  create  a 
corporation  to  engage  in  that  sort  of  business.  That  nd^t  he  open  to  quertion, 
but  I  am  inclined  to  think  it  would  have  that  power,  because  it  lias  to  do  with 
foreign  commerce  and  with  American  dtieens  in  China  ov«ar  whom  this  Govern- 
ment retains  jurisdiction. 

But  it  seems  to  me  there  is  another  i)articular  reason  why  this  hill  would  be 
constitntional,  and  that  is  that,  as  has  already  been  explained,  the  laws  of  China 
do  not  ai^ply  to  American  citizens  in  that  country. 

Senator  Bkandkgee.  How  is  that  relevant  to  the  powers  of  Congress  under 
the  connnerce  clause;  this  extraterritorial  riglit? 

Mr.  Hackworth.  That  is  entirely  separate  from  the  conunwce  clause;  under 
another  provision  of  the  Constitution  the  Congress  has  the  power  to  enact  such 
l^slation  as  may  be  necessary  and  proper  for  carrying  into  executi<m  the 
powers  conferred  by  the  Constitution  (Art  I,  sec.  8),  and  there  is  a  pro visionv that 
the  President  shall  have  the  power,  by  and  with  the  advice  aud  consent  of  the 
Senate,  to  concUide  treaties.  There  have  been  a  number  of  treaties  con(*luded 
with  China,  by  which  we  have  been  ^aven  jui'isdiction  over  our  nationals  in 
China,  and  in  oi'der  to  carry  out  these  treaties  and  exercise  those  treaty  rights 
it  is  necessarv  for  Congress  to  pass  certain  legislation.  Congress  has  dime  this 
since  1848.  It  is  provided  by  an  early  act  (June  22,  1860)  that  the  laws  of  the 
United  States,  which  may  not  be  inai>plicable  for  s<mie  reason  or  another,  shall 
apply  to  American  c-itizens  in  China,  Very  recently  Congress  has  enacted  certain 
specific  laws  with  respect  to  the  conduct  of  the  business  of  American  citizens  in 
China.  As  late  as  March  3,  191o,  Congress  enacted  legislation  siiecifically  ap- 
plicable to  the  extraterritorial  jurisdiction  of  the  United  vStates  in  China,  which 
Tuidertook  to  retrnlate  the  practice  of  pharmacy  and  the  sale  of  poisonous  drujrs  by 
An)erican  citizens  in  tlje  consular  districts  in  (Muna.  That  lejrislatu>n  provides, 
in  efi'ect.  that  no  pcMson  shall  be  allowed  to  disi^ense  drug's  in  a  druji  store  op- 
erated by  American  citizens  unless  they  iirst  qualily  as  licensed  pliarmacists 

under  the  act.  ,        ^,  ^  ^ 

Senator  Bkandegkk.  Isn't  tliat  all  on  the  theory  that  we  have  the  right  to  fix 
the  status  of  our  own  citizens  abroad,  and  that  we  can  i>ass  laws  govei  iun^'  and 
controlling  them  while  tliey  live  in  these  extraterritorial  districts?  But  what 
has  that  to  do  with  our  authority  to  pass  a  Federal  incorporation  aetV  I  sup- 
l)ose  oiu'  citizens  in  China  are  sub.iect  to  our  jurisdicliitn  and  laws  just  as  if 
they  were  on  a  United  States  l»:ittleship  in  nrd-ocean — we  <*an  control  thcni — 
but  what  has  that  to  do  willi  the  power  of  Congress  to  enact  a  Federal  incor- 
l)oi'at"on  act  under  the  (■(►nniferee  clause? 

:Mi^  Hackwokth.  It  seems  t(»  me  we  do  not  neceasarily  rely  on  the  commerce 

clause. 

Senator  Brandbgee.  Which  do  you  rely  on? 

Mr*  Hackworth.  I  think  we  can  rely  on  both  of  tlu^ni. 

Senator  Bban»bgee.  If  neither  one  is  any  good,  both  of  them  togetlier  are 
not  good. 

Mr.  Hackwokttj.  T  think  they  are  suftlcieut ;  I  think  e  ther  ont^  is  sufficient. 
Senator  liuANDKOKK.  This  is  really  u  regulation  of  conuuerce;  that  is  what 
you  have  to  stand  on. 

Mr.  Hackwokth.  Xo;  I  tliink  not. 

Senator  BaAXDEOEae.  Then  discard  it  and  stand  on  the  other, 
Mr.  Hackworth.  I  wonld  stand  on  the  other  

Senator  Bbandkgee  (Interposing).  What  treaty,  if  any.  is  there  that  makes  it 
nect^sary  for  ns  to  enact  tliis  I^slation? 
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Mr.  Hackwoktii.  There  is  no  specific  treaty,  but  we  have  by  virtue  of  several 
treaties  this  extraterritorial  jurisdiction  in  China,  and  if  we  want  adequately 
to  carry  it  out  we  must  pass  such  legislation  as  will  make  it  effective  as  to  the 
citizens  of  the  TTnitedi  States ;  and  this  will  assist  in  carrying  it  out.  The  Chi- 
nese people  can  not  enact  legislation  to  regulate  the  conduct  of  our  i)eople. 
I  think  it  is  necessary  for  us  to  enact  such  legislation  as  would  enable  us  to 
have  a  trenty  executed  in  accordance  with  its  spirit. 

Senator  CrMMiNS.  Now  let  nie  pursue  that  a  moment:  A  treaty  with  China 
irivs  us  the  same  right  to  protect  our  nationals  in  China  as  we  would  have  if 
they  were  citizens  residing  within  the  territorial  limits  of  the  United  States. 

Mr.  Hack  WORTH.  Precisely. 

Senator  Cummins.  That  is  the  effect  of  It  Now,  we  can  do  no  more  for 
them,  living  in  China,  than  we  could  do  for  them  if  they  were  living  here.  I  as- 
sume that  must  be  corrject.  Now  suppose  we  were  to  attempt  to  pass  a  general 
incorporation  law  providing  that  men  living  in  Chicago  might  organize  to  carry 
on  the  dry-goods  business  under  a  Federal  law,  with  the  privilege  of  buying 
goods  outside  of  the  State  of  Illinois;  do  you  thlnli  that  would  be  a  regulatiQH 
of  connnerce  among  the  States? 

INIr.  Hackwokth.  Well,  in  so  far  as  tliat  corporation  was  engaged  iu  buying 
goods  outside  of  the  State,  I  think  that  would  be  within  your  power. 

Senator  Cummins.  What  I  asked  is:  Do  you  think  that  they  would  have  the 
rl^t  or  autiiority  to  organize  a  Federal  corporation  doing  business  in  the  State 
of  Illinois,  adding  only  the  provision  that  that  corporation  might,  if  it  chose  to 
do  it,  buy  goods  outside  of  the  State  of  Illinois? 

Mr.  Hackworth.  T  would  not  be  prepared  to  say  that  that  would  be  Eenfficient 
to  justify  the  Ton  gross. 

Senator  Cvmmixs.  Noav,  in  what  respect  does  that  case  or  illustration  differ 
from  tlie  care  and  protection  of  our  nationals  in  China? 

Mr.  Ha(  KwoHTH.  I  think  that  the  Congress  and  the  Federal  Government  has 
to  go  a  little  further  witJi  respect  to  the  men  who  conduct  business  in  China 
than  it  does  with  respect  to  the  same  persons  in  the  United  States,  because  they 
are  removed,  of  course,  from  the  local  jurisdictions;  they  are  not  subject  to 
the  laws  of  the  States  as  they  are  when  they  are  here. 

Senator  BRA^'DEGEE.  Supposing — instead  of  applying  It  to  China — supposing, 
for  example,  this  same  bill  was  applied  to  Persia,  disrepirding  the  extraterri- 
torial rights  

]\lr.  Hackworth  (interposing).  I  think  we  would  have  the  same  right  in 
Persia,  because  we  have  the  same  extraterritorial  jurisdiction  as  in  China. 
Senator  Brandegee.  Supposing,  then,  East  India? 

Mr-  Hackworth.  We  could  not  enact  legislation  with  respect  to  East  India 
without  smne  arrangemrat  wifli  England. 
Senator  B&andecoee.  We  could  incorporate  a  company  to  do  basiness  in  East 

India. 

Mr.  HACKWcarm.  You  could  if  you  relied  on  the  commerce  clause,  but  not  on 
a  treaty. 

Senator  Kraxdegee.  But  now,  take  a  country  with  which  we  have  no  treaty 
at  all :  Central  Africa,  for  inst^ince. 

!^Ir.  Hackworth.  If  it  were  held  that  the  transport  of  goods  from  the  United 
States  to  that  foreign  country  was  sufficient,  then  you  could,  of  course,  make  it 
applicable  to  any  country,  because  it  would  be  a  matter  of  commerce  with  a 
foreign  nation.  There  is  a  question,  of  course,  whether  the  courtp  would  hold 
it  to  be  sufficient  to  enable  Congress  to  act.  Personally,  I  am  inclined  to  think 
it  would  be  sufficimt. 

Senator  Braxueoee.  You  have  no  authorities,  decisions,  or  the  works  of  text 
writers  on  that  subject? 

^Iv.  Hackworth.  There  is  a  decision  of  the  Supreme  Court  that  has  a  bear- 
inu'  on  this. 

Tlie  Supreme  Court  held,  in  the  case  of  in  re  Ross  (140  U.  S.,  463)  that 
the  treaty-niakin^c  power  extended  to  all  proper  subjects  of  negotiation  with 
foreign  Governments.  The  Government  of  China  having  by  treaty  exempted 
citizens  of  the  United  States  from  the  application  of  its  laws,  the  duty  devolves 
upon  the  Congress  of  the  United  States  to  provide  the  laws  which  shall  be  appli- 
cable, in  lieu  of  Chinese  law,  to  citizens  of  the  United  States  resident  in  China. 
That  is  my  personal  view — the  last  statement.  Rut  in  the  case  of  in  re  Ro.ss, 
just  referre<l  to,  they  held  that  the  treat.y-makinjr  power  extended  to  all  proper 
"sulxiects  of  ne?::otiation  with  forei.sn  Governments.  In  other  words,  that  the 
treaty-making?  power  could  conclude  treaties  with  reference  to  all  proper  sub- 
jects with  foreign  Governments. 
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Senator  BBANDKCfflx:.  I  would  not  want  any  decision  to  assure  me  of  that. 

Senator  Cummins.  Why  does  not  the  President,  then,  negotiate  a  treaty 
authorizing?  the  dealing  of  these  people  in  China? 

IVIr.  Hackworth.  I  think  he  could  do  it  by  treaty — that  is,  it  could  be  done 
under  treatv — but  I  thiidv  it  could  be  handled  more  readily  by  Confess.  I 
have  no  doubt  that  there  could  be  a  treaty  negotiated  to  handle  this  matter  in 
a  manner  similar  to  that  which  is  proposed  by  this  biU. 

But  it  seems  to  me  that  the  strong  point  in  favor  of  this  bill  is  that  we  are 
under  obligation  to  enact  proper  laws  for  the  conduct  of  our  citizens  in  China. 

S^ator  Cummins.  Undoubtedly  Congress  has  authority  to  enact  any  law  that 
is  necessary  to  carry  out  the  provisions  of  a  treaty.  1  think  no  one  would  ques- 
tion that.  And  your  position  is  that  this  bill  is  a  law  that  at  least  is  appropriate 
to  effectuate  the  provisiims  of  the  Chinese  treaty? 

]\Ir.  Hackworth.  Exactly. 

Senator  Cvmmins.  I  think  we  are  coming  finally  to  some  definite  idea.  I  had 
not  thought  about  it  along  that  line. 

Senator  Brandegee,  That  has  not  been  suggested  before.  Tftiat  would  be  4 
valid  stand  to  talse,  if  that  be  true;  If  this  purposes  to  carry  out  the  piovisloiis 
of  a  treaty. 

Mr.  Hackwobth,  It  does  carry  out  the  provisions  of  a  treaty  to  th*^  extent 
that  we  endeavor  to  control  our  own  nationals.  Now,  if  it  is  necessary  to  enact 
legislation  to  provide  f(»r  the  conduct  of  our  people  in  (;hina,  then  it  is  a  i)ro- 
vision  for  carrving  out  a  treaty.  If  these  people  go  over  there  and  see  tit  to  get 
out  from  under  our  conrtol  by  organizing  a  corporation  under  some  foreign  law, 
then  we  lose  control  over  them  as  a  corporate  entity. 

Senator  I^>randkgke.  We  do  not  lose  control  over  them  as  citiz^is. 

Mr.  Hackworth.  But  they  organize  a  corporati<m  under  tlie  lav^  of  another 
Goverament  and  we  lose  control  over  the  corporation. 

Senator  Cummins.  Will  you  read,  if  you  have  it  before  you,  those  provisions 
of  the  treaty  which  you  think  would  be  expedited  by  the  passage  of  this  law? 

Mr.  Hackworth.  There  are  several  ti^eaties,  banning  with  the  treaty  of  1844, 
and  coming  down  to  th*^  treaty  of  101)8. 

Senator  CrMMiNs.  Will  you  ]nit  into  the  record  a  cn]»y  of  the  troatu^s  winch 
you  think  relAte  to  this  particular  subject,  and  which  i\o  eonl'er  jurisdiction  or 
power  on  (/ouiire^s  to  enact  legishiiionV   I  think  it  would  be  helpfuL 

Senator  1^kam)k<;kk.  Yes.  '    '  ,^  «.  , 

:s\v  H  vcKwoKTH.  I  can  indicate  the  provisions.  The  first  would  be  article  21 

of  the  treaty  of  1844,  and  also  article  25  of  the  same  treaty,  which  are  as  follows 

rreadinsrl ' 

••ASTICI.E  21.  Subjects  of  CWnn  who  may  be  jruilty  of  any  criminal  act  toward 
Citimis  of  the  United  States  shall  he  arrested  and  punished  by  the  Chinese 
authorities  accordinir  to  lliehiws  of  China,  and  citizens  of  tlie  I  iiiled  Sl:it.-s  w  ho 
may  connnit  anv  crime  in  China  sliall  l)e  subject  to  lie  tried  and  i>unished  only 
by  tlie  consul  or'otl'er  iniblic  functionary  of  the  United  States  thereto  authorized 
acc(M-din"  to  the  laws  of  the  United  States;  and  in  order  to  the  prevention  of  all 
contr(.\  (  i  sy  and  .lisaffection,  justice  shall  be  equitably  and  impartially  admin- 
istered on  both  sides.  ,  ,11. 

"Abticm!  25  [substance].  All  questions  in  regard  to  personal  and  property 
rights  between  citizens  of  tte  United  States  are  subject  to  regulation  of  their 

own  Government  ,  ,  ^, 

"Controversies  between  citizens  of  the  United  States  and  those  ot  otlu-r  coun- 
tries are  to  be  regulated  by  treaties  existing  between  the  two  countries  witiiout 
interference  by  China." 

Also  articles  11  and  28,  of  the  treaty  of  1858.  as  follows  [reading]  : 

Tsmmr  of  isss. 

"  Axacui  11.  *  *  *  Subjects  of  .China  faulty  of  any  criminal  act  toward 
citizens  of  the  United  States  shall  be  punished  by  the  Chinese  authorities 
according  to  the  laws  of  China  ;  and  citizens  of  the  United  States,  either  on 
shore  or  in  any  merchant  vessel,  who  may  insult,  trouble,  or  wound  the  per- 
sons or  injure  "the  property  of  Chinese,  or  commit  any  other  improiKM-  act  in 
China  shall  be  punished  only  l)v  the  consul  or  other  public  fuuctionary  thereto 
authorized,  according  to  the  laws  of  the  United  States.  Arrests  in  order  to 
trial  may  be  made  by  either  the  Chinese  or  the  United  States  authorities. 
'  "  Akticle  28.  All  questions  In  regard  to  perscmal  and  property  rights  betwera 
dtizens  of  the  United  States  subject  to  regnlatton  of  tiidr  own  Government 
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"  ContrcN  pi-sies  l)etween  citizens  of  the  United  States  and  ««>se  of  other  ^m- 
tries  Jo  l>e  regulated  by  treaties  existing  between  the  two  countries  ^ttiout 

Artide'Tof '\h^^Sp^^^^^        treaty  of  1880,  as  foUows  [reading] : 

sprvmtassiTja^  tkeaty  of  isso. 

"ABTicir  4  Wlion  controversies  arise  in  the  Chinese  Empire  between  citi- 
:»ns  of  the  I'nitea  States  and  subjects  of  His  Imperial  Majesty  wh  ch  need 
to  be  exanuned  and  decide<l  by  the  public  officers  of  the  two  nations,  it  is 
I.lnw<l  b;  ween  the  (Jc.vernments  of  the  United  States  and  China  that  such 
cTses  sliall  be  tried  bv  the  proper  official  of  the  nationality  of  the  defendant. 
The  proierlv  authorised  official  of  the  plaintiffs  nationality  shall  be  f ree  y 
peSn-ttXto  attend  the  trial,  and  shall  be  treated  with  the  courtesy  due  to 
hfe^Mon?  He  shall  be  p-anted  all  proper  facilities  for  watd.n.j.  the  pnv 
c^l^  in  the  interest  of  justice.  If  he  so  desires,  he  fi^  J^;^^"^,  "J^ 
to  present  to  examine,  and  to  cross  examine  witnesses.  If  he  is  dissatisne^l 
with  tiie  proceediufxs.  he  shall  be  permitted  to  protest  afiainst  them  in  detail 
The  law  Jdiuiuisteml  will  be  the  law  .>f  the  natu.nality  of  the  officer  try.ng 

the  case."  ^ 

The  citation  of  the  treaty  of  1903,  I  have  not  with  m& 
Senator  Bkanuegee.  You  can  put  that  in? 

rfhe^pS^TSSd  trea^  referred  to  was  afterwards  furnished  by  Mr.  Hack- 
worth,  and  is  here  printed  in  full,  as  f oUows : ) 

TBMXTr  W  PEACE,  AMITY,  AKU  COMMERCE. 

Abttct.k  XXI.  Subiects  of  (  bina  who  may  be  guilty  of  any  criminal  act 
towar.l  citizens  of  the  United  States  shall  be  arrested  and  pun.shed  by  the 
Chinese  authorities  according  to  the  laws  of  China;  and  citizens  of  the  L  nited 
States  who  mav  commit  any  crime  in  China  shall  be  subject  to  be  tried  and 
punished  only  bv  the  consul  or  other  public  functionary  ot  the  I  mted  states. 
§?eX  authoriaik,  according  to  the  laws  ..f  the  United  States.  And  m  order 
to  the  prevention  of  all  controversy  and  disattecUon,  justice  sUuU  be  Ciiuitablj 
and  impartially  administered  on  both  sides.  ,    .        ^.  .  , 

Aktictf  XXV  All  (luesrions  in  regard  to  rights,  whether  ot  property  or 
person  arising  between  <  itizens  of  the  United  States  in  China  shall  be  sub- 
iect  to  the  1nris<ii(  tion  of.  and  regulated  by.  the  authorities  of  their  own  Goy- 
eniment  And  all  controversies  occurring  in  China  betwe^  dtK8«»S  Of  the 
United  States  and  the  subjects  of  any  other  Government  shall  be  regulated 
by  the  treaties  existing  between  the  United  States  and  such  Govemmwits, 
resoectively,  without  intOTferem-e  on  the  part  of  China. 

It  might  be  interesting  to  the  committee  also,  in  considei-mg  this  question, 
to  take  into  account  the  provisions  of  section  4080  of  the  Revised  Statutes.  By 
that  section  we  extend  to  American  citizens  in  China  the  jurisdiction,  criminal 
and  civil,  of  the  United  States. 

Senator  Ci  MMrxs.  Have  y«m  that  here? 

Mr.  Hackwokth.  Yes,  sir ;  it  reads  as  follows  [readmgl : 

"  law  S  AI'PT.It  ABLK  TO  EXTBATEBRrj-ORlAI,  JtTITSDTCTION  IW  CH1N\. 

-  Sec.  4086,  Uevisetl  Statutes.   Section  4  of  the  act  of  1860. 

"Jurisdiction  in  both  criminal  and  civil  matters  shall  in  all  cases  be  exei- 
cised  and  enforce<l  in  conformity  with  the  laws  of  the  United  States,  which 
are  hereby  so  far  as  is  necessary  to  execut^^  such  treaties,  respectivel.y,  and  so 
far  as  thev  are  suitable  to  <  arry  the  same  into  effect,  extended  (.ver  all  citizens 
of  tlie  I'n'ited  States  in  tliose  countries  and  over  all  others  to  the  extwit  tuat 
the  terms  of  the  treaties,  respectively,  justify  or  require.  But  in  aU  eases 
where  sn<  h  laws  are  n,.t  adapted  to  the  object,  or  are  deflcient^in  the  Provisions 
no(  .'ssarv  to  furnish  .suitable  remedies,  the  t^ommon  law  and  the  hnv  ot  equity 
;,nd  admiralty  shall  be  extended  in  like  manner  over  such  citizens  a"*^  J'^ 
those  countries;  and  if  neither  the  connnon  law  nor  t lie  law  <.f  ^>  'A' 
admiralty  nor  the  statutes  of  the  Unite.1  States  turn.sh  appropriate  '^.d  .sufh^ 
dent  remedies,  the  ministers  in  those  countries.  res].ectiv  ely,  si..- 1!.  o>  .  e.  l  e  s 
and  regulations  wluch  shaU  have  the  force  of  h»w,  supply  sud,  detects  and 
deficiencies," 
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fiT  H^cS"l  w^^^^  seems  to  me  that  Congress 

h«d  in  mS  arSe  ttme  of  the  enactment  of  this  provision  of  law  the  very 
Sftaa  thTl  am  mfw  trying  to  indicate,  namely,  that  wherever  it  is  neces^w 
to^lteml  oui  hiwsTegaVdin^  American  citizens  to  carry  out  treaty  provisions,. 
Congress  has  the  authority  to  do  it.  i  4.^0*.  i„  anii      hP>  apttled  bv 

Senator  Ct^mmins.  The  only  thought  m  my  fj^*  \«„fi"  ^  ^^^^^ 

reflection  is  that  we  are  (htiug  more  for  our  people  in  China  than  we  are  aomg 
om  nm.le  1  elv  in  the  United  States.  That  is  one  of  the  difHculties  about 
m  in"  toZ  n(  t he  bill  upon  the  provisions  of  the  treaty.    However,  we  w  ill 
trMiiir  '  That  Is  a  point  of  great  interest,  and  we  ^^H1  examine 

rriX^e  stendSSft  oln^  ^SWwant  to  And  some  foundation  lor 

^''if  tSt  is  an.  we  will  hear  Mr.  Denby.    Is  there  anything  further? 

Senator  Brandbgbe.  I  <lo  not  care  for  ='>'-^-^'\"'K,  y'^'Il'.f;:  ^.^^h 
Senator  CrMMixs.  We  thank  you  very  much,  Mr.  Hacknorth. 

Mr.  Denby,  do  you  want  to  be  heard?  ^ 

Mr.  Derby.  I  would  like  to  be  heard  Ave  mmutes. 

STATEMENT  OP  MB.  CaSABIiBS  DENBY. 

Mr  DENBY.  Senator,  fi>r  the  sake  of  brevity.  1  want  to  dweU  on  one  or  two 
'""SS'^r^MMiNs'tSte  your  name,  and  give  y<.ur  opporininities  for  havuig 
.^fa^iliar^UiVrade  and  --'r'cidli"  for'^^  ^^^s"  s^  the 
le^ItioIwrt  cau-  tinus  aiHl  consul  general  in  Shanghai,  and  advisor  to  the  consul. 

people  it  nust  be  done  un<ler  laws  ena<  ted  by  the  ^IL^''^'^.^^^- ^^YS^""  ^ 

eomt  with  him  and  get  a  decision  in  his  favor  on  that  charter. 

mI  « iiU  the  neS^  be  dealing  with  a  man  who  has  a  Conne<  ti(  i  t 

vl  Mt  he  .  es      e    It  seems  to  lue  there  perhaps  cmies  a  possible  just.hcat.on 

^;r '  c:>m;;^rcrjurisdictlon.  If  you  have  -^{^^^'''^'Z  reSe  it 
law,  vou  have  at  least  the  power  t.»  regulate  ,t  The  onl.  «a.\  to  lefeuiute  it 
U  voii  have  to  start  umler  a  new  charter.   That  is  (.ne  p..int. 

Now  we  u^^^^^        very  much,  be.-ause  we  want  Cldnese  c.-.pital  to  operate 
\    Tt  v^ll  mwate  ill  this  wav  •  A  Chinese  will  come  to  me  and  say,  I 

Xo  o  take  u  one  or  Uvo  points  that  have  been  mentlonecl  here:  One  ,s 
tint  exte  wh.^.f  a  franchise  by  the  Secretary  of  Canmew*.  I  do  not  think 
I  :  fs  eiin  afat  aU.  The  Chinese  knows,  when  he  gets  i"to  an  Aniencan 
Ji^mnam  lie  iHolng  business  with  a  man  un<ler  the  laws  ot  the  I  nitetl  States, 
an7not'chfne^  18^^^^    all.  I  do  not  see  an.v  possibility  for  any  understanding 

*°Thf  Unite.l  States  <-ourt  is  a  <-onrt  where  every  day  in  Slu.nghai  there  is 
ren^^^^ered  a  decision  in  favor  of  an  American,  and  that  has  never  been  the  sub- 
5ect  of  a  d  Hoinatic  .•o..tr<.versy.  1  c-an  not  see  bow  a  <:5lne«e  investor  can 
Te  h  I  t  bv  n  .lical  suppression  of  his  company,  if  he  felt  it  was  done  for  the 
protection  ot   1  e  Un  ted  States.  As  a  matter  of  fact,  without  this  law  at 
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all  our  consuls  would  not  allow  a  man  To  conduct  himself  in  such  a  way  as  to 
hurt  the  material  interests  of  the  United  States.  This  is  not  a  ne\v  thing 
at  all;  it  is  merely  a  new  expression  of  it.  Our  district  attorney,  Mr.  Hol- 
comb,  would  undpubtedly  concede  this  one  point. 

Now,  the  question  was  ai^ed  whether  State  corporations  have  actually  done 
any  harm.  There  has  been  some  talk,  chiefly  on  the  ground  that  they  are  not 
identicaL  The  Chinese  does  not  know  with  whom  he  is  dealing  and  does  not 
know  the  extent  of  the  charter. 

Senator  Brandegee.  They  know  where  a  company  has  been  doing  business 
with  them  for  years  and  treated  them  honestly,  whethier  it  lias  a  State  cor- 
poration  

Mr.  Dexhy  (interposing).  Absolutely. 

Senator  Brandegee.  For  instance,  the  Standard  Oil  Co.,  and  the  American 
Tobacco  Co.,  and  the  United  States  Steel  Corporation  are  in  good  standing 
over  there. 

Mr.  Denbt.  Yes;  absolutely.  Th^  have  a  good  standing,  jnet  as  indi- 
viduals have.   It  Is  a  matter  of  business  with  the  Chinese. 

There  has  been  no  gi'oss  misrepresentation.  That  one  feature  is  very  es- 
sential. We  liave  had  companies  organized  with  a  nominal  capital,  who  have 
done  some  harm  there  by  misrepresentation,  but  I  will  not  mention  any  names, 
because  tliey  liave  men<led  their  ways,  and  I  will  not  mention  names. 

Senat(»r  Cummins.  They  were  organized  under  the  State  laws;  those  should 
be  revised. 

Mr.  Denby.  It  is  impossible — of  course,  I  am  not  a  lawyer,  but  I  think  it 
would  be  impracticable  to  revise  the  laws  of  48  States.'  But  we  can  make 
a  national  law  so  much  better  than  the  State  law,  and  then  the  State  charters 
will  die  out.  I  haven't  any  doubt  that  if  we  enact  some  such  law  we  will 
have  ^lO.rMXKOiX*  under  the  Ann^rican  fiai^  witliin  a  few  years,  because  they 
like  us.  Tliere  is  no  nso  dwellin.u-  on  that  point,  but  they  would  rather  come 
under  an  American  charter  tlian  under  a  liritisli  charter.  The  field  is  wide, 
and  I  think  you  gentlemen  of  the  Senate  have  the  absolute  power  to  reform 
the  situation. 

Our  citizens  are  two  kinds,  coi'porate  citizen  and  the  natural  citizen.  We 
can  not  allow  the  corporate  citizens  to  run  wild  any  more  than  we  can  the 
natural  citizens.  That  is  all,  I  think,  gentlemen.  It  is  a  great  big  fi^d;  it 
is  wide  open  to  us ;  it  is  absolutely  in  the  power  of  the  United  States.  It  is 
our  plain  duty  to  r^ulate  the  situation.    I  thank  you. 

Senator  Cummins.  It  was  very  kind  o£  you,  Mr.  Denbyt  to  make  the  state- 
ment. 

Is  thei-e  anythin^^  else? 

Mr,  Chamberlain.  I  think  the  committee  would  like  to  hear  Mr.  Holcomb. 

STATEMENT   OF   HS.   CHAUNCET   V.   HOLCOMB,   DISTBICT  AT- 
TORNEY FOB  THE  ITNITED  STATES  C0T7BT  FOK  CHIHA. 

Mr.  Holoo:n[b.  I  am  originally  from  Delaware,  but  for  the  past  six  years  I 
have  been  District  Attorney  for  the  United  States  Court  for  China,  and  as 
such  I  have  had,  perhaps,  as  good  and  anii»le  an  opportunity  to  find  out  the 
condition  of  American  corporations  in  China  as  anyone. 

I  would  tirst  like  to  8uix;:est  that  if  I  had  the  honor  to  be  a  INIeniber  of 
Coniiress  oi-  a  ^lenil^er  of  the  Senate  of  the  United  States,  that  I  would  cer- 
tainly consider  passing-  the  proposed  bill  that  is  before  you  under  the  treaty 
clause  of  the  Constitntion  rather  than  under  the  power  to  regulate  commerce  be- 
tween States.  When  we  obtained  extraterritorial  rights  hi  China,  70  yeare 
or  more  ago,  China  conceded  and  irranted  to  America  the  exclusive  jurisdiction 
over  American  citizens.  It. is  needless  for  me  to  say  tliat  at  that  tiine  there 
^vere  very  f<  vv'  corporations  in  operation.  Tlie  class  of  l)usiness  men  wlio  went 
tliere.  from  the  accounts  we  have  of  them,  were  hrst-class  business  men  and 
HI.  n  <M*  iiiLih  als.  jiiul  xhi\t\  no  donl>r.  tcmled  a  ^reat  deal  to  niaix'e  llie  Chinese 
think  4»f  us  in  the  complimentary  manner  tliat  I  thinlv  tliey  do  even  to-day, 
bill  1  am  sorry  to  say,  certainly  from  my  experience  in  the  last  six  years, 
that  many  corporations  from  Delaware,  Maine,  Arizona,  West  Virginia,  and 
various  States,  have  come  there  that  I  consider,  a  great  many  of  them,  wildcat 
corporations.  There  is  absolutely  no  way  of  having  any  superyision  over 
them  unless  they  really  break  some  law  of  the  United  States. 

Senator  Brandegee.  This  lull  would  not  stop  that. 

jMr.  Hoi.(OMi5.  No,  sir:  it  would  not  sto]»  it,  but,  as  Mr.  Denby  has  just  said, 
and  I  agree  with  lum,  that  many  of  the  Americans  who  go  tliere  seek  Chinese 
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assistance,  which  means  capital,  which  means  bnsiness,  because  a  Chinese 
who  has  capital  invested  in  the  business  is  goinR  to  hustle  and  get  business. 
Now,  they  won't  take  up  with  a  man  who  has  a  Delaware  charter,  or  an  An /una 
charter,  but  if  they  have  a  cliarter  that  is  supervised  by  the  United  htute» 
they  will;  that  is,  it  is  my  jud-:ment  that  they  will. 

Now  I  might  stat<*  a  case  'n  point  t<»  show  how  futile  it  is  to  try  to  'Miutnu 
corporations  there:  Four  vears  ;iiri»  there  was  <»riranize(l  a  (Muitoration— .t  may 
be  the  one  Mr.  McMnrrav  si)oke  of— tbo  Oriental  Trust  ^K:  liankin^^  (N).,  I  thmk 
it  was-  they  irot  a  cliarter  of  s.l.ooojXM)  i^old— that  is,  in  round  flgurea  After 
thev  rot  throuLii  tiieir  <'<»r]i<nMti(n  ]ra]>ers  in  Delaware  they  changed  all  their 
board  of  directors  to  Japanese.  They  wanted  to  come  to  China  and  en£ra%  m 
the  banking  business.  Even  in  Delaware  they  do  not  allow  a  banking  busn^ess 
to  be  conducted  under  a  eeneral  charter;  they  nmst  ?:<>  to  the  ireneral  assembly 
and  get  their  charter,  which  they  did  not  do.  The  only  way  they  wvre  Kent 
from  doln^  bnsiness  was  that  the  consuls  and  the  State  Department.  wK^to  ih(\v 
wanted  to  do  busjiess  in  (Miina  refused  them  reeoiinition.  r>ut  there  is  no 
compulsorv  retristr:Ui<m  law  in  (Miina  :  tliey  mi.L^ht  have  started  doimr  busme>« 
there  but' after  thev  received  that  reception  they  did  not  do  any  actual  busi- 
ness unt.l  about  a  vvav  auo,  when  they  started  a  lottery,  which  is  absolutely 
aj^ainst  the  An»eriean  law;  that  is,  we  found  some  lottery  tickets.  But,  even 
if  we  had  fountl  the  corporation  officers,  we  could  not  have  airested  them,  be- 
cause thev  are  Japanese  and  as  such,  are  entirely  under  Japanese  courts.  AVo 
could,  perhaps,  have  taken  the  books,  but  If  these  were  in  a  Japanese  h  nise  we 
would  have  had  to  go  through  a  Japanese  court  to  do  tlmt  1  mention  tins 
to  show  the  condition  thnt  exists  now. 

But  I  firmly  believe  if  this  le-islation  is  passed  it  can  be  passed  under  ^tlie 
treaty   which— I  will  not  sav  is  above  the  Constitution,  but  it  is  certainly 
equal  to  statute  law.    Here  is  a  treaty  whereby  we  are  allowed  to  trade  with 
China   and  existing?  le^rislation  to  carry  the  treaty  into  effect  does  not  cjfcVer 
the  situation  fnllv.  but  we  have  cured  that  by  this  bill  by  making  a  citiz^ 
of  the  cori)orati()n,  and  that  corporation  then  comes  under  the  treaty  as  an 
American  citizen  permitted  to  do  business  in  China.   I  am  not  cons  itutional 
lawyer  enough  to  say  whether  you  could  pass  t!ie  i^endin-  bill  under  the  ;lause 
regulating  commerce  between  the  States.    I  think  you  have  somothimx  higher 
or  at  lealt  as  high— a  treaty  ratitied  by  the  Senate  of  tbe  I  niicl  States  and 
which  has  been  in  existence  since  1S44.    Con^re-s  has  ]):issp,i  acts  a  number 
of  times  under  that  and  put  them  into  eti'ecr.    It  passed  the  act  <'»-eatin^  tue 
United  States  Court  for  China:  it  passed  several  amendments  to  tftat.  It 
nassed  the  act  mentioned  by  :\lr.  Hackworth  alxnit  the  practice  of  pharmacy. 
%ow  I  would  like  to  call  attention  to  the  use  of  the  Alaska  statutes  for 
corporations  in  China.   On  account  of  the  trouble  of  getting  ariu  les  of  i^^^ 
poration  from  the  States  and  waiting  three  or  four  months,  and 
being  more  or  less  suspicious  of  them,  someborly  du?r  up  tlu^  Alaska  1-  ^ 
applied  to  the  court  for  an  interpretation  of  it.  and  to  my  recoi  c.non  40 
barters  have  been  granted  under  it.    T  tbink  if  tliis  p.ndnm  le'-rislnt  n.n  can 
not  b^  pas^^  that  the  Alaska  law.  with  M»n,e  amen-Imcds.  nn-.hi  be  ui.li.ed. 
But  if  this  proposed  law  is  ni.ssed  ir  will  pur  AmericMu  corporauons  on  a  iJlane 
that  thev  have  not  been  o\\  since  American  corporal i<»ns  came  mto  Uuna. 
Senator  Cummins.  "AVe  are  very  ^dad  to  have  heard  from  you. 
Mr  Ch  vAU  Fiu  ATX.  I  may  want  to  say  something  later;  I  do  not  believe  I  can 
be  heard  very  well  this  evening.  Do  you  care  to  say  anythmg,  Mr.  Dodson? 
Mr.  I^ousoN,  I  would  like  to  be  heard  briefly. 
Senator  Cummins.  We  will  hear  you  very  briefly. 

STATEMENT  OF  MH.  W.  D  B  DCDSON.  MANAGER  OF  THE  CHAMBER 

^\v  DonsoN  Mv  name  is  W.  D.  P>.  Dodson;  I  am  manager  of  the  Chamber 
of  ?onmXe  in  PoithuHl,  Oreg.,  and  I  am  delegated  here  to  speak  for  certain 
business  interests  in  that  city ;  delegated  here  for  that  purpose. 

f  tldnk  S^^^^^^  Bmndeg^  -^poke  of  eertain  men  and  about  those  men  who 
wilted  to  Uft^^^^  in  Sina^d  go  to  the  bhie  sky.  Absolutely  the  opposite 
Z^rmXl^^^^^  the  lid  on.   The  whole  theory  is  to  put  the  Ud  on  and 

ffivo  tlip  verv  highest  f<»rm  of  business.  , 
^fenatOE  bLm»  Tlxat  was  uot  my  product;  that  was  Mr.  Hoover's  propo- 

""^M?.'  DODSON.  Probably  it  was  Mr.  Hoover  who  suggested  that 
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But  we  want  a  specific  case  of  liuw  one  business  firm  is  now  affected.  May  I 
give  you  one?  Some  of  our  people  are  in  a  business  firm  that  will  serve  as  an 
illustration.  The  diina  Importinjr  &  Exporting  Lumber  Co.  was  organized 
about  20  vears  ae:<»  under  the  Hongkong  laws  and  was  financed  by  British  and 
American'capital,  They  had  some  trouble,  and  were  later  refinanced,  taking  in 
considerable  German  capital.  The  war  came  on  and  forced  the  German  capital 
out  of  the  British  company.  In  the  first  transfer  of  that  capital  our  people 
in  Portland  acquired  a  large  interest.  The  company  is  an  importing'  and  ex- 
portii^  company,  an<l  does  a  general  iniportiiij^  and  exi)orting  business,  operat- 
ing steamboats  on  the  Yangtze  Tliver  and  doing  a  general  business  of  its  kind. 
Here  is  the  general  situation:  Orders  in  council  were  issued,  by  the  British, 
reguhiting  capitalists,  the  orders  in  council  came  out  in  1915,  which  the  British 
Govennnent  put  in  effect,  no  doubt,  to  catch  the  foreigner  that  might  have  money 
in  there,  and  drive  him  out  the  British  Hongkong  company.  That  drove  our 
l»eople  out,  and  they  finally  extended  that  to  1920,  and  made  it  absolutely  obli- 
gatory upon  our  people,  who  were  managing  directors  of  that  company.  Now, 
they  have  disbursed  there  approximately  $5,000,000,  and  they  have  built  up  a 
business  in  20  vears.   They  bought  the  shares  of  stock  for  that  reason. 

We  have  a  steamship  line  going  t<»  China,  and  we  are  desperately  anxious 
to  build  ui»  that  line  and  have  a  cargo  going  to  China.  My  people  want  to 
make  that  a  ]»erm;!nent  American  company.  We  could  not  get  control  of  that 
company  and  do  business  us  the  British  are  doing  it  unless  we -incorporate  in 
China.  In  the  British  company  there  are  Chinese  stockholders.  These  Chinese 
are  anxious  to  put  their  investments  in  with  us,  and  we  want  to  invite  more 
capital  in.  It  eomes  to  this  point,  that  these  men  do  not  want  to  continue  that 
work  for  an  extension  and  development  of  our  business  unless  they  have  proper 
protection.  They  want  full  power  to  import  and  export.  But  when  you  go  to 
the  House  over  there,  the  House  feared  that  we  wanted  to  <)i)en  agencies  here, 
which  nught  give  an  additii>nal  advantag  to  these  companies  here,  aud  that  the 
tariffs  would  be  affected  in  that  way. 

Senator  Brandegee,  It  certainly  would  be  an  advantage  if  there  is  

Mr.  DoDsoN  (interposing).  Tthink  it  would.  Whether  we  do  it  or  not,  the 
silk  handkerchief  will  be  manufactured  by  them,  if  not  by  us. 

Senator  BsANDE^eB.  All  I  mean  to  say  is  that  these  companies  doing  business 
in  China,  with  the  power  to  export  here,  if  they  are  exempted  from  taxation, 
thev  have  an  advantage  over  a  competitor. 

Mr.  DonsoN.  Yes;  there  is  an  advantage,  and  the  Hous(*  felt  they  wanted  to 
Hunt  that  instead  of  coming  Uu-ectly  they  must  come  tlirough  a  conunission 
house. 

Now  unless  there  is  some  (piestion  you  want  to  ask  us,  I  think  that  is  all. 

Senator  Bkvm)E(;ee.  Xo  ;  I  am  satisfied  of  the  desirability  Of  finding  some 
solution  for  tbis  situation,  as  I  am  for  the  biU,  maybe  with  some  amendments* 
provided  I  can  satisfy  myself  it  is  wmstitutional. 

Mr.  DoDSON.  We  want  to  tell  you  that  thei-e  is  a  hi-  coramercml  theater 
opening  there,  and  some  very  high-class  men  are  goii^  tliere,  and  we  want  to 

give  them  an  equal  break. 

Senat(»r  Cummins.  Senator  Chamberlain.  d<»  you  carp  io  be  liearit/ 

Mr.  Chambert.atx.  T  <1o  not  want  to  l>c  beard  orally,  but  will  later  sub- 
mit a"  brief  wbicb  T  (lesire  to  bavc  incorporated  in  the  record. 

Senat(»r  (Mmmins.  We  can  close  ^be  bearings  now,  with  the  exception  of 
whatever  vou  de>ire  to  submit  in  the  matter. 

(Mr.  Cliamberlain  later  submitted  the  following  written  brief:) 

Bbief  of  Hon.  GfiOBcnc  E.  Chamuslaih,  op  WAfiHiwOTON,  D.  CI 

House  bill  4810,  introduced  in  the  House  of  Representatives  l)y  Mr.  Dyer 
April  21,  1921,  baviViir  passed  with  sliulit  amendments,  s  now  under  consid- 
eration by  tFus  connnirtoc.  It  has  for  its  purp(»se  tlie  ])romotion  of  trade  be- 
tween this  counlry  and  CMuna,  and  as  a  means  to  that  end  proposes  to  author- 
ize the  <»n:anization  of  Federal  corporations.  ^ 

I  liave  bi  eii  present  at  the  hearings  before  the  committee,  and  from  the  trend 
of  tbe  (uiestions  asked  by  members  of  the  committee,  I  conclurte  that  there  are 
two  main  propositions  involved  about  vsrhich  the  committee  has  sousjht  to  be 
advised,  and  these  are:  First,  is  such  le^islaticm  constitutional?  Second,  if  it  be 
conceded  that  it  is  constitutional,  is  it  good  policy  or  is  it  expedient  to  enact  it? 

I  shall  not  discuss  the  second  proposition,  because  it  lias  been  ^one  into  at 
gr^t  length  by  g^tlemen  who  are  thorouglUy  coYer^unt  with  the  situation, 
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which  provides  for  the  re^ulat  on  necesSiW  and  proper 

""it  'ymuCroT/^H^rSdente  lo  Chto.  w«  dUK™s.«l  .t  length  by 

discussinj:  the  situation  Mr.  Cushing  wrote :  nations  is  recognized 

"•Wntbhior  it  would  seem,  correspondent  to  our  law  or  nauons 

tXvf^n  ttifcw^^     Government  subject  a  diph^matic  agent  of 
G^?bTS^  to  ^UatiSraiut  and  undertake  to  -strain  the  — 

un^derstood  in  Europe  l^^^f  Srin'chlT?^^^^^ 

^efucSlfper^ade^^^  b?  Sir  Geor.e  Staunton  to  refuse  it.  yetw^t  to 
?ekinrbo?h  of  them,  knowingly  and  with  tacit  acquiescence  designated  as 

''^Sf  coJSpondence  led  to  the  execntion  ot  the  treaty  of  1844,  which  was 

folT^i^rbTthe  supplements  treaties  of  ^  ^^^^f.^Tvo?  l""^ U  nf  ^^] 
refer  the  committee.   (U.  S.  Treaties  and  Conventions  Vol.  I,  pp.  1^6.  -ij' 
Thei  treaties  established  the  extraterritorial  principle,  and  I  '•.11  the  atten- 

S^lB tacertoln  pnits  of  Cl,i,ii,  l>..tli  in  tlieir  persous  ana  propeitj. 

•^clfSv  Sains,  amongst  other  «'VS''SL''!i„i,ed  Sttit«  «a 

»  «    •    •    It  controversies  arise  lietwecn  citizens  of  the  UnKea  »™™  *™; 
mblects  o(  Chlnii  wwa  can  not  be  settled  amicably  otherwise,  tue  smm  *aU 
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be  examined  and  decided  conformably  to  justice  and  equity  by  the  public 
oflicers  of  the  two  nations  acting  in  conjunction." 
Article  XXV  declares : 

^AU  questions  in  r^ard  to  rights,  whether  of  property  or  person,  arising 
between  citizens  of  the  United  States  in  China  shall  be  subject  to  the  juris- 
diction of  and  regulated  by  the  authorities  of  their  own  Government.  And  all 
controversies  occurring  in  China  between  citizens  of  th(*  United  States  and 
subjects  of  any  otlior  Government  shall  be  regulated  by  the  treaties  existing 
between  the  Ignited  States  and  such  Governments,  respectively,  without  inter- 
ference on  the  part  of  China." 

These  provisions  show  that  the  treaty  intended  that  Congress  was  to  have 
the  right  to  legislate  for  the  protection  of  the  property,  as  well  as  the  person  of 
our  nationals  within  the  territory  in  China  where  extraterritoriality  existed. 

A  member  of  the  committee  expressed  some  solicitude  with  regard  to  cMms 
that  might  be  made  by  the  Chinese  against  this  Ctovemment  in  case  of  the 
foilure  of  a  corporation  organized  under  a  Federal  statute  sudi  as  the  one  pro- 
posed. "  Might  not  the  nationals  of  China,"  he  asked,  "  have  a  moral  claim 
against  our  Government  in  such  event?"  To  this  I  answer,  ''The  treaty  ex- 
pressly makes  pr(»vision  for  the  collection  of  claims  of  the  respective  nationals." 
Ax'tirle  XVT  is  as  follows: 

**  The  diinese  (  Jovernment  will  not  hold  itself  responsible  for  any  debts  which 
may  liappen  lo  be  due  from  subjects  of  Cliina  to  citizens  of  the  United  States,  or 
for  frauds  committed  by  them ;  but  cltiz€3is  of  the  United  States  may  seek  re- 
dress in  law ;  and  on  suitable  representation  being  made  to  the  Chinese  local 
authorities  through  the  consul,  they  will  cause  due  examination  in  the  premises 
and  take  all  proper  steps  to  compel  satisfaction.  But  in  case  the  debtor  be  dead, 
or  without  property,  or  have  absconded,  the  ci'editor  can  not  be  indemnified  ac- 
cordin<r  to  the  old  system  of  the  co-hon^.  so  called.  And  if  citizens  of  the  United 
v^tates  be  indebted  to  subjects  of  China  the  latter  may  seek  redress  in  the  same 
way  throutrh  the  consul,  but  without  any  responsibility  for  the  debt  on  the  part 
of  the  United  States." 

In  the  treaty  of  1858  the  doctrine  of  extraterritoriality  is  further  established 
in  the  following : 

"Abt.  XI.  ♦  ♦  »  Subjects  of  China  guilty  of  any  criminal  act  toward  citi- 
zens of  the  United  States  shall  be  ptmi^ii^  by  the  Chinese  authorities  according 
to  the  laws  of  China ;  and  citizens  of  the  United  States,  either  on  shore  or  in 
any  merchant  vessel,  who  may  insult,  trouble,  or  wound  the  person  or  injure  the 
property  of  Chinese,  or  commit  nny  other  improper  act  in  Thina,  shall  be  pun- 
ished only  l>y  the  consul  or  other  jniblic  functionary  thereto  authorized,  accord- 
mix  to  the  laws  of  the  Ignited  States.  Arrests  in  order  to  trial  may  be  made  by 
either  the  Chinese  or  the  United  States  autliorities." 

Then,  a.2:ain.  Article  IV  of  the  supplemental  treaty  of  1880  still  further  estab- 
lishes the  principle  of  extraterritoriality  and  recognizes  the  right  of  our  Govern- 
ment to  legislate  for  the  protection  of  our  nationals  in  the  following  words : 

"When  controversies  arise  in  the  Chinese  Empire  between  citizens  of  the 
TTnited  States  and  subjects  of  His  Imperial  Majesty  which  need  to  be  examined 
and  decided  by  the  public  (»fRcers  of  the  two  nations,  it  is  agreed  between  the 
Governments  of  the  United  States  and  China  that  such  cjises  sliall  be  tried  by 
the  proper  official  of  the  nationality  of  the  defendant.  The  properly  authorized 
official  of  the  [»laintiff's  nationality  shall  be  freely  permitt(Ml  to  attend  the  trial 
and  shall  be  treated  with  tlie  ronrtesy  due  to  his  position.  He  shall  be  granted 
all  proper  facilities  for  watching;  the  proceedings  in  the  interests  of  justice.  If 
he  so  desires  lie  shall  have  the  right  to  present,  to  examine,  and  to  cross-examine 
witnesses.  If  he  is  dissatisfied  with  the  proceedings  he  rtiall  be  permitted  to 
protest  against  them  in  detaiL  The  law  administered  will  be  the  law  of  the 
nationality  of  the  oflBcer  trying  the  case." 

These  citations,  of  course,  do  not  establish  the  constitutionality  of  the  pending 
measure,  but  Conjrress  has  repeatedly  acted  upon  the  theory  that  it  had  the 
power  under  these  treaty  stipulations  to  lej^islate  with  respect  to  our  nati(mals, 
their  persons,  and  proi)erty  in  those  ]K)rtions  of  China  subject  to  our  extraterri- 
torial jurisdiction,  and  reasoning?  by  analojjy,  has  not  Con^iress  the  power  under 
thes*'  same  treaties  to  legislate  for  the  further  protection  of  those  same 
nati<»nals? 

I  merely  cite  for  the  convenience  of  the  committee  the  l^slation  by  Congress 
to  give  vitality  to  the  evident  purpose  and  spirit  of  the  several  treaties  to  which 
reference  has  been  made.  See  Ninth  Statutes  at  Large,  page  276,  passed  Augiurt: 
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II;  1848;  Twelfth  Statutes  at  Large,  page  72,  passed  June  22,  186<>  :  Fourteenth 
Statutes  at  I^arge,  page  322.  passe<l  July  2S.  1806:  and  Sixteenth  Statutes  al 
Large,  pajre  184,  passeil  July  1.  18TO.  The  suljstance  of  all  these  statutes  is  to 
be  founti  in  sections  408:V4i:!()  of  the  Uevise<i  Statutes.  See.  also,  the  aet  of 
June  30.  V.MK>.  entitled  **An  a<'t  creatinjr  a  United  States  court  and  i>reserihin!r 
the  jurisdiction  theref^t"/'  (24  Stats.,  pt.  1.  p.  814. »  This  act  dehnes  tlie  juris- 
diction of  the  consular  loints  and  of  the  Uniteil  States  Ciuirt  for  China. 

The  constitutionality  of  this  legislation  conferring  jurisdiction  uiHin  consular 
agents  In  those  parts  of  China  wvered  by  treaty  stipulations  was  attaolced  in 
the  ease  of  Rckss  r.  Mclntyre  (140  U.  S.,  453).  In  that  case  the  accused  was 
charjxed  with  murder  committed  on  board  of  an  American  ship  in  the  harl)or 
of  Yokohama,  Japan,  and  <»ne  of  the  questions  involve<l  was  whether  the  ac- 
cused could  claim  the  guarantees  of  the  Constitution  with  regard  to  indictment 
by  a  ^land  jury  and  trial  by  a  petit  jury.  The  Suiavuie  Court  denied,  in  an 
opinion  of  some  lenplh.  that  the  accused  hati  the  ri^dd  to  claim  these  privile;:es 
ami  said,  anj(ni^:st  other  thing's,  that  "  Ky  the  Constitution  a  jrovernnieut  is 
(U'dained  and  established  'for  Iht^  I'nited  States  of  America/  and  not  for  coun- 
tries outside  their  limits.  The  ^aiaranties  it  affords  against  accusation  of 
capital  or  infamous  crimes,  except  by  Indictment  or  presratmmt  by  a  grand 
jury,  and  for  an  impartial  trial  by  a  jury,  when  thus  accused,  apply  only 
to  citizens  and  others  within  the  United  States,  or  who  are  brought  there 
for  tria!  for  allege<l  offenses  connnitted  elsewhere,  and  not  to  residents 
or  temporary  sojonniers  abroad.  The  Constitution  can  have  n<»  operation  in 
anothei*  country.  W'lieii,  thercf(>re,  the  re|»i'esentat ives  or  oflicers  of  onr  (Jov- 
ernment are  pei*niilte<l  ta  (^xercise  authority  of  any  kind  in  another  conntry. 
it  must  he  on  such  conditions  as  the  tw(»  ciundries  may  agree,  the  laws  of 
neither  one  being  obligatory  upon  the  other."  (See  Kuss  v.  Mclntyre,  140  U.  S., 
453.)  The  principle  laid  down  in  this  case  is  fully  sustanied  by  the  Supreme 
Court  of  the  United  States  in  the  so-called  insular  cases. 

Le^slation  having  for  its  object  the  protection  of  citizens  of  the  Ukiited 
States  <lbing  business  in  Chinju  and  so  promoting  the  ccnnmerce  between  the 
Unitwl  States  and  Cliina.  has  been  pending  in  one  form  or  another  I'or  two 
years  or  more.  Wiiile  our  (Jovernment  has  beiMi  discnssing  the  pr<»iu'iety,  as 
well  as  the  constitutionality  of  it,  the  British  novernment,  with  its  usual  fore- 
sight, ami  in  oi'<ier  lo  extend  its  conunerce  and  enlarge  its  sphert^  of  inlluencti, 
has  been  overconung  all  dilliculties  and  securing  the  business  that  our  coun- 
try ought  to  have. 

Americans  had  invested  large  sums  in  companies  fonned  under  British  onli- 
nances,  which  only  required  that  a  majority  of  the  directors  of  such  companies 
i^ould  be  British  subjects.  Americans  could  therefore  act  as  managing  agents 
or  managing  directors  of  such  companies.  Hut  the  regulations  of  the  British 
ordinances  were  so  chnnge<i  on  October  9,  1919,  that  *' no  person  other  than  a 
British  subjei^t  resident  within  the  limits  <d'  this  order  shall  act  as  managing 
dire<^t(n-  or  in  any  ]K)sition  similar  to  that  of  managing  director.  *>r  shall  i>ther- 
wise  exercise  general  oi*  substantial  control  of  the  business  of  a  China  Com- 
pany/' (See  China  Year  Booic  1919,  p.  647;  Willoughby,  Foreign  Rights  and 
Interests  in  China,  p.  189.) 

The  effect  of  this  was  to  compel  the  retirement  of  American  managing  direc- 
tors or  managers,  no  matter  how  much  of  the  stock  was  owned  or  controlled 
by  Americans.  It  is  denied  that  this  l^islation  was  Intended  to  operate 
against  Americans,  but  wliatever  may  have  been  the  intent  the  result  is  the 
same,  and  American  interests  most  seriously  affected.  The  net  result  to  the 
British  Empire  is  the  extension  of  its  conunerce  in  the  Orient.  There  seems 
to  be  no  effective  way  to  solve  the  situation  and  to  extend  our  conunerce  with 
China,  except  by  autli<u"izinjr  Federal  incorporation.  These  will  be  hut  instru- 
mentalities for  the  extension  of  our  foreign  commerce,  and  instrunauitalities 
which  will  have  the  benefit  of  our  own  courts  under  the  treaties  with  China 
and  the  laws  of  Congress  enacted  in  pursuance  thereof. 

The  plain  intent  and  purpose  of  the  pending  meai^re  is  to  aid  our  foreign 
commerce,  by  the  creation  of  agencies  to  extend  it  If  the  bill  as  it  passed  the 
House  seems  to  use  language  in  some  parts  that  seems  to  negative  that  Intent 
(and  I  am  inclined  to  think  that  possible)  then  a  few  amendnients  w<»uldt 
clearly  brin^  it  beyond  any  question  within  the  plain  letter  of  the  foreign 
commerce  clause  of  the  C<»nstitution,  I  an»  snbmitting  herewith  the  hdl  as  It 
passed  the  House  with  a  few  sujrjj:este<l  amendments  \Vj|9lctl,l  think  will  reiupve 
the  constitutional  objections  that  may  be  made. 
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No  one,  so  far  ns  T  have  heard,  has  raised  any  question  as  to  the  power  of 
Con.^ress  to  authorize  the  creation  of  coriK^rations  to  facilitate  interstate  or 
foreign  conuuerce,  nor  I  think  there  can  he  any  doubt  upon  that  poiut. 
Though  the  power  to  create  corporations  for  these  purposes  is  not  one  of  the 
enumerated  powers  of  Congress,  it  is  nevertheless  one  implied  from  those 
granted.  It  is  a  iwwer  which  has  been  exercised  from  the  earliest  times  to  the 
present.  Marshall.  C.  J.,  in  the  case  of  Mc<7ulloch  v.  Maryland  (4.  Wheat,  316). 
in  a  most  ehxborate  and  able  opinion  held  that  this  power  was  implied  as  one 
necessary  to  carry  out  other  powers  expressly  j^iven.  The  doctrine  there  hiid 
down  has  heeii  followed  by  the  coui'ts  ever  since,  and  is  so  well  estahlishea 
that  it  ;s  unnecessary  to  do  nmre  than  call  tlu^  atlentiou  of  the  connnittee  to 
tliese  leadin;;  cases:  McC'ulloch  v.  Maryland  (4  Wheat.,  816);  (^sborn  v,  U.  S. 
Bank  (9  Wheat,  738)  ;  Luxton  v.  North  River  Bridge  Co.  (ir>3  U.  S.,  025)  ; 
California  v.  Pacific  It  B.  (127  S*,  1) ;  Wilson  t\  Sharo  (Panama  Canal 
Case,  204  U.  S.,  25)  • 

If,  tlien,  that  power  exists.  Congress  has  the  power  to  enact  the  pending  bill 
if  it  is  in  fact  an  acrency  or  an  instrumentality  to  regulate  commerce  with  for- 
eiun  nations  or  if  it  is  necessary  or  proper  for  carrying  into  execution  powers 

expressly  granted  under  the  Constitution  to  regulate  commerce  with  foreign 

nations. 

Gibl)ons  r.  Ogden  (9  Wheat.,  1)  :  This  case,  the  opinion  in  \Ahich  was  ren- 
dered also  by  Marshall,  C.  J.,  is  so  familiar  to  the  dist  Hgu  shed  members  of 
this  committee  and  has  been  so  con^stently  followed  by  the  courts  that  I 
merely  call  the  committee's  attention  to  it  without  quoting  from  it  or  citing 
later  decisions  wliich  liave  followed  the  doctrines  therein  enunciated. 

As  'ndCatin^r  the  length  to  which  the  Supreme  Ctnirt  has  gone  in  conceding 
tlie  broadest  power  to  the  conmierce  clause  of  the  Tonstitntion  in  regard  to 
foreign  connnerce,  I  call  the  attention  of  the  connnittee  lo  the  following  cases: 
Buttertiehl  r.  Stranahan  (192  U.  S„  492),  Lottery  case  (188  Id.,  353),  and 
Leisy  t?.  Hardin  (135  Id.,  108). 

In  the  iirst  of  these  cases  the  court  says:  "Whatever  difference  of  opinion,  if 
any,  may  have  ex-sted  or  does  exist  concerning  the  limitations  of  the  power  re- 
salting  from  other  provisions  of  the  Constitution  so  far  as  interstate  commerce 
is  C071  corned.  It  is  not  to  be  doubted  that  from  the  beginning  CJongress  has  exer- 
cised a  plenary  power  in  respect  to  the  exclusion  of  merclmnd  se  broujjht  from 
foreiiiii  conntries;  not  alone  directly  by  the  enactment  of  enihariio  statntes.  but 
indirectly  as  a  necessary  result  of  provisions  contained  in  tariff  lej^nshit'on." 
It  lias  also  in  other  than  tariff  le.ic'shition  exerted  u  ])()lice  power  over  forei^jjn 
commerce  by  provisions  which  in  and  of  them-selves  amounted  to  tlie  assertion 
of  the  right  to  exclude  merchandise  at  discretion. 

In  conclusion,  it  seems  to  me  that  the  proposed  legieAation  may  be  sustained 
under  the  provisions  of  the  treaties  between  the  United  States  and  China  or 
under  the  commerce  clause  of  the  Constitution.  A  few  slight  amendments  to 
the  bill  now  under  consideration,  I  think,  will  remove  any  doubts  as  to  its  pur- 
pose to  aid  or  to  assist  in  the  re^rulation  of  forei^m  connnerce. 

If  the  connn'ttee  desire  in  a  jjeneral  way  to  sat  sfy  themselves  as  to  condi- 
tions in  Cliiua  whicli  make  some  such  legislation  necessary,  I  respectfnllv  refer 
them  to  Arnold's  Commercial  Handbook  of  China,  1910,*  published  under  the 
Department  of  Commerce,  and  the  China  Year  Book,  1919- 

AMCNDICBTVTS  TO  H-  B.  4810    (CHINA  TBABE  ACT)    SUGOKSTED  BY  HON.  C»X>BGE  K. 

CMAUBBaXLAm. 

Insert  in  snbsection  (1),  .parajrraph  (c),  paire  3,  liiie  12,  after  the  word 
"enira^re,"  as  follows:  ''and  may  pnrchase  in  Chhm  for  transportation  to  the 
United  States  and  other  countries,  or  for  resale  in  Cldna.  ^•o(»ds,  wares,  or 
merchandise  necessary  to  the  establishment  or  conduct  of  a  business  or  enter- 
prise In  which  it  is  authorized  to  enga^ce." 

Insert  in  section  5,  paragraph  (g) ,  page  5,  line  4,  after  the  word  "  issued,  "  the 
following:  "unttl  the  incorporators  or  directors  have  presented  to  the  Secre- 
taiT  of  Commerce  a  certified  appraisal  of  said  property  by  at  least  three  com^ 
petent,  disinterested  appraisers,  whose  competency  is  acceptable  to  the  Secre- 
tary of  Commerce.  The  appraisers'  report  shall  set  forth  to  the  sati^cti<Hi  of 
the  Secretary  of  Commerce.-' 

Strike  out  in  section  5,  paragraph  (g),  page  5,  line  4,  the  following;  "unless, 
the  Secretary  of  Commerce  finds.". 
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Insert  in  section  9,  pajje  7,  line  22,  after  the  words  *'  Secretary  of  Connnerce" 
the  following:  "is  satisfied  by  evidence  of  the  appraisers'  report,  us  provided 
in  section  5,  snbsection  (g)." 

Strike  ont  of  section  9,  page  7,  line  22,  the  following  words:  "finds  and  has 
cert  fled  to  the  corporation." 

Insert  in  section  X5,  subsection  (2),  line  1,  page  11,  after  the  wwds  "detri- 
mental to  the"  the  following  words:  "friendly  commercial  relations  existing 
between  the  people  of  China  and  the  people  of  the  United  States." 

Strike  ont  of  section  15,  subsection  (2),  page  11,  beginning  in  line  1,  the  fol- 
lowing words:  "business  interests  and  good  will  of  the  United  States." 

Insert  in  section  16,  subsection  (2),  pa^e  11,  line  16,  the  foUowing  words  after 
the  words  detrimental  to  the":  "friendly  commercial  relations  existing  be- 
tween the  people  of  China  and  the  people  of  the  United  States." 

Strike  out  of  section  16,  subsection  (2),  page  11,  beginning  in  line  16,  the  fol- 
lowing words :  **  business  interests  and  good  will  of  the  United  States." 

STAtSMENT  OF  HQN.  1JDOKI0AS  C.  nYEK.  A  IlEPKESENTATlVfi  JN  CONGKESS  KJROAl  THE 

STAXK  MIfiSOUBL 

Mr  Dyer.  Mr.  Chairman  and  gentlemen  of  the  committee,  this  bill  is  the 
result  of  some  two  vears  effort  on  the  part  of  the  Jutliciary  Committee  of  the 
House  and  of  the  Ways  and  Means  Committee  of  the  House.  Originally,  when 
the  bill  was  presrated,  it  was  prepared  by  an  official  of  tiie  Federal  Trade  Com- 
mission, but  the  biU  which  is  now  before  the  Senate,  whicli  has  passed  the 
Hou^,  contains  verv  little  that  was  in  the  orijrinal  hill.  This  l>ill  lias  heen 
written  by  the  Judiciary  Committee,  as  a  committee,  with  the  assistance  of  the 
Wars  and  Means  Connnittee,  so  far  as  the  revenue  section  is  concerned.  Wo 
worked  upon  it  for  some  two  years,  throujrh  a  subcommittee  and  otherwise, 
and  hist  summer  I  had  an  opportunity  to  visit  the  Orient,  and  while  I  was  there 
I  tm)k  a  jrreat  deal  of  testimony  and  made  some  investigation  touching  the 

matter  at  that  time.  ...   *  i        j  i.m.  *.  * 

The  object  and  purpose  of  this  legislation  is  for  one  thing  only,  and  that  is 
to  give  to  the  United  States  an  equal  opportunity  for  entering  into  the  trade 
of  China.  China  is  becoming  one  of  the  greatets  markets  in  the  world  and 
the  United  States  has  been  endeavorinpr  and  has  succeeded  to  some  extent  in 
becomim^  a  larjre  fact(»r  out  there.  That  has  been  so  for  many,  many  years, 
but  the  "trade  has  dropped  off,  and  it  was  not  of  any  cons  derahle  proport  on 
until  the  war  came  on  and  Great  Britain,  which  had  the  ^a*eat  part  of  the 
trade  needed  its  resources,  its  men,  its  ships,  etc.,  on  account  of  the  war 
and  the  United  States  was  enabled  to  get  into  the  trade.  We  have  several 
hundred  tirms  there  now  in  China  and  they  have  bu  It  up  a  cons  derable  trade. 
We  have  been  able  to  send  a  great  deal  of  goods  out  there,  but  conditions  have 
arisen  now  which  demand  legislation  if  the  United  States  is  to  he  able  to  c^on- 
tinue  to  hold  even  the  trade,  or  a  goodly  portion  of  it  that  it  now  has.  l  hat 
comes  about  in  this  way:  Great  Britain  has  laws  especially  adai.rnl  iov  its 
trade  with  China.  It  has  laws  passed  under  what  are  known  as  the  Hon-kons 
ordinances  which  permit  corporat  ons  to  be  formed  for  trade  in  (Miina  only 
and  it  exempts  those  corporations  from  all  taxes.  It  even  exempts  to  a  great 
extent  its  individuals  from  income  tax.  This  hUl  is  not  for  the  purpose  of 
exempt  nt:  anv  Amer  can  from  paying  his  income  tax;  its  only  purpose  is  the 
exemntinir  of' those  corporations  from  paying  corporation  taxes  whicli  is  now 
enloved  by  Great  Britain  and  other  countries  that  are  enfraired  in  that  trade. 

G^t  Britain  has  the  hi^gev  porfon  of  the  trade.  Great  Britain  an<l  Jai>an 
control,  or  have  controUed  up  to  the  present  time,  largely  all  of  the  forei-n 
trade,  and  this  bill,  as  I  have  said,  is  only  to  provide  a  law  nnd<M;  whicii 
Americans  mav  operate  in  China.  We  want  to  make  it  so  that  it  will  he  inviting- 
to  the  Chinese  to  come  in  and  take  part  with  the  Americans  in  the  tormation 
of  these  companies,  that  they  may  work  together  and  in  that  way  build  up 
trade  For  instance,  the  Chinese  are  establ'shing  factories  and  mills  and  need 
machinery  and  things  of  thi.i  kind,  and  when  they  come  in  with  Americans 
into  those  combinations,  they  buy  the  machmery  and  things  that  they  need 
from  t'me  to  time  from  America.  When  we  find  out,  as  we  do  know,  that  if 
they  come  in  and  form  combinations  with  Americans  they  must  pay  corpora- 
tion taxes  upon  those  combinations  on  the  money  that  they  invest,  it  is  not 
invittng  to  them  because  they  can  go  to  Great  Britain  
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The  Chairman.  Allow  me  to  interrupt  you  there.  I  wisli  vou  would  ilis- 
tin.iru.j^h  111  onler  to  make  more  specific  what  you  mean  by  trade.  As  t  remeiiiT 
hvv  It,  ti'oin  henrinus  had  \>\  the  House  commltt-oe,  and  the  report  of  the 
House  riiinmitTee,  thv  export  from  the  Tnited  States  nto  (Miina  was  ^nvater 
durin-  last  year  than  the  exi>orts  from  Cireut  Britam  iuto  CUina,  md  also 
greater  than  those  of  Japan  into  China.  ■       ^     -  ^ 

Mr.  Dykr.  Yes,  sir. 

The  Chaibman.  Now.  you  do  not  metiu,  when  you  use  the  woi-d  '  trade,  '  Hi^ 
ex|K>rt  or  trade  from  the  United  Slates  into  China;  you  mean  the  trade  that 
is  goin^  on  in  tlie  interior  of  China? 

Mr.  Dyer.  AVell.  not  so  nuuli,  "Sir.  (  liairman.  The  Americans  who  are  out 
there  enira^-ed  in  business  workinjj  tor  tlie  development  of  China  are  making 
mark(4s  for  American  pnwhu  ts — machinery  and  many  otiiei'  things  that  they 
use  and  need.  They  come  fi(,m  tlie  Tniied  States,  due  to  tlie  deiiiand  creuted 
by  the  tlevelopment  of  China.  <'hin:i  is  hein^-  developed  ni)w  and  they  are  ixoinii: 
on  to  a  -reat  extent,  m(»re  so  than  ever  before,  and  Anieri<-ans  have  been  en- 
abled to  get  into  this  txade  <onsideral>ly— in  fact,  we  have  been  doin^r  n  aivat 
portion  of  it — ^and  have  been  able  to  hold  it  to  some  extent,  hut  as  the  war  lias 
ceased  in  Great  Britain  she  is  enabled  to  let  loose  her  forces  now  In  foreign 
tradt\  and  she  is  resorting  to  everything  to  command  that  trade. 

I^^u'  instance,  in  times  past  when  Americans  went  into  tliose  companies,  they 
organized  companies  under  t.lie  15ritish  hiw,  bef-anse  we  »iad  no  law  under  which 
they  couid  operate  except  under  a  charter  by  d.tferent  States,  and  it  gave  tliem 
no  advai.la^iv  as  (ompaied  witli  (Jreat  P.rftain,  ant]  ihey  went  in  and  organized 
eni:*'!-  Hio  !'>ritish  hiw.  or  operate  wiuhn-  tlie  '.Jritish  ::!\/.  But.  a  vein*  :vj:o 
last  March,  1  think  it  was.  Great  liritain  in  conncil  issia^d  an  order  which  i>re- 
vents  Americans  from  continuing  to  occupy  the  position  of  managers  and  di- 
rectoi-s  of  these  British  coriwratlons. 

In  other  words,  it  issued  an  (irder  that  foreigners  must  get  out  of  those  po- 
sitions and  they  must  be  taken  over  by  Great  Britain.  As  a  result  of  that, 
some  companies  that  were  entirely  financed  by  American  capital,  under  the 
British  law  Amei  ican  managers  have  been  compelled  fjo  go  out. 

Tlie  Chaiuman.  I  understand  that,  but  I  want  yon  to  make  it  perfectly  clear, 
to  me  at  least — it  may  i>e  cleaiei-  to  the  other  membei's;  of  the  committee— what 
yonr  point  is.  T  do  not  ijuite  catch  it,  as  far  as  this  matter  is  concerned.  A 
i-ompany  or;;anized  under  an  act  of  this  S(»rt.  as  it  is  invjrired.  is  for  tb.e  pui-- 
pose  of  doing  business  in  China;  it  is  not  organized  for  the  purpose  of  enhn-g- 
ing  American  trade  with  China,  but  it  is  organizeil  for  the  i)urpose  of  doin^ 
business  in  China,  and  wh^  it  is  organized,  I  assiune  it  wants  to  malce  a  profit, 
and  it  will  buy  where  it  can  buy  the  cheapest,  and  I  suppose  will  sell  where  It 
can  sell  the  dearest. 

Suppose  it  were  building  a  railroad ;  there  is  no  reason  why  it  should  buy 
its  rails  from  the  United  States  instead  of  Great  Rritain,  and  so  with  respect 
to  all  sui)plies,  no  matter  what  they  might  be;  and  T  would  like  to  know  what 
there  is  in  the  bill  that  will  insure  the  development  of  trade  iK^t.ween  the 
I'nited  States  and  China.  Do  you  depend  simply  np<m  the  loyalty  and  inclina- 
tion of  an  American  citizen  to  buy  goods  from  his  own  country  rather  than 
from  a  foreign  country,  or  have  you  In  the  blU  anything  that  would  have  a 
tendency  to  increase  the  trade  betw^  our  country  and  C^lna? 

Mr.  Dy£b.  Wen,  yes,  sir;  the  bill,  as  I  stated  before,  malces  It  possible  for 
Americans  to  unite  with  the  Chinese  in  developing  the  industries  of  China.  That 
is  a  primary  purpose. 

Senatoj"  Wai.sh  of  Montana.  1  do  not  quite  ^^et  that  idea  from  this  bill,  Mr. 
Chaii'n»an.    Subtlivision  b  of  section  4  provides: 

"  Such  corporation  may  enua.ue  in  any  business  or  enterprise  couducted  wholly 
within  <'hina  and  carried  on  with  persons  in  China"  

The  (^HAUSMAN.  Well  

Reiwiior  Walsh  of  Montana.  Just  one  moment,  Mr.  Chadrmau.   Again,  it  says 
in  .^ubwection  c: 

"The  corporation  shall  not  engage  in  any  business  or  enterprise  other  than 
that  nuthorized  by  subdivision  b,  except  that  it  may  purchase  in  the  United  States 
foi-  transportation  to  Cluna,  uoods,  wares,  oi*  merchandise  necessary  to  the  estab- 
lishnu  ut  and  conduct  of  a  business  or  enterprise  in  which  it  is  authorized  to^ 

^nga.^e." 

I  tnke  it.  tl^en.  tliat  that,  by  imi)]ication  ;!t  hnist.  would  forbid  it  to  imiK)rt goods, 
wares,  and  merchandise  from  any  country  except  the  United  StiAtoQ. 
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The  Chaikman.  Hut  suppose  there  was  an  agency  of  a  British  company  hi 
H4»ngkon^^  or  Shanghai,  do  yon  understand  that  this  lull  would  prevent  a  (*oni- 
pany  organized  under  this  a<t  from  buying  its  stnlT  from  the  a^iencies  there  (»f 
fon^ign  c(»nntries,  <a"  would  it  be  confined  in  its  purchases  to  goods  imported  into 
China  from  the  l.'nited  StatesV 

Senator  Walsh  of  Montana.  I  feel  this  way  al)out  it,  that  the  meaning  of  tlrnt 
would  be  that  if  an  English  branch  house  carrie<l  materials  in  stock  in  China, 
this  company  could  buy  that  stuff  in  stock;  but  if  it  was  to  be  issued  from  an* 
other  comi>any  to  tlu^  purchaser,  it  would  be  within  tlie  scope  of  this  bill. 

The  (^H airman.  Mr.  Dyer,  do  you  uudei'staud  Hie  bill  as  Senator  Walsh  ha*4 
just  stated? 

T>\kr.  Yes.  sir;  that  \^  the  pl;in  in  ;i  ue  ieral  w;iy.  Far  instance,  during  the 
past.  British  agencies  have  largely  representeil  American  firms  as  well  as  their 
own. 

Senator  W  alsh  of  Montana.  If  you  will  pardon  me,  I  was  botheretl  al>out  that 
for  this  ]*eason :  Here,  for  instance,  is  an  American  itoriwmtiou  doing  business 
tmt  there  is  China.  They  want  to  buy  a  certain  quality  of  steel,  a  certain  line  of 
steel.  The  American  exporter  of  steel  fixes  the  price  on  it  The  company  can 
get  that  steel  chf^aper  from  Great  Britain  or  from  Oermauy  than  it  can  from  tlie 
United  States.  Now.  do  yon  want  to  forbid  them  from  buyin-g  v.iiere  they  can 
buy  the  cheapest  and  make  them  buy  from  a  Cnited  States  steel  manufacturer 
no  mattei"  how  mn<-h  Ik*  asks  them  for  the  stulfV 

The  CuAiKMAx.  You  say  t]\cy  <an  buy  clieai»er  from  (Jreat  lirilainV 

Senator  Wai.sh  <»f  Montana.  1  say  I  assume  they  can. 

The  Chaikala.n.  But  it  can  !iot  be  <lone,  of  course. 

Senator  Walsh  of  Montana-  I  do  not  know  about  that.  I  simply  instanced 
steel.  But  tafcre  any  other  commodity.  He  is  an  American  corporation,  estab- 
lished in  Honglcong  or  in  Canton.  They  have  got  to  buy  from  the  American 
exijorter  and  have  got  to  take  h's  figures.  They  can  not  entertain  a  prt^io* 
sltion  from  anybody  else.    Is  that  you,  idea  about  lt2 

Mr.  Dyek.  No,  sir. 

The  (MiAiKMAN.  When  I  read  the  bill  1  was  in  dt>ubt  about  that,  but  it 
seemed  to  me  it  i)rol>al>ly  w  ould  be  ccmstrued,  or  would  be.  at  least,  aduunistered 
so  that  tiie  company  njL^fiui/.ed  under  this  act  could  buy  anywhere. 

Mr.  DvKK.  Absolnteiy  so.    I  think  that  is  correct 

The  Chairman.  Wlmt  I  wanted  to  know  was  what  you  really  meant  by  the 
word  "trade";  whether  your  purpose  i:>eally  was  to  enlarge  the  export  from 
the  Unite<l  States  or  whether  it  was  simply  to  give  an  opportunity  for  American 
capital  to  go  into  China  and  try  to  make  money  there  under  the  most  advaor 

tageouR  circumstances. 

Mr.  Dykr.  As  T  stated  befoi-e,  this  will  probably  answer  the  question,  at 
least,  indirectly :  Heretofore,  since  the  war,  the  British  agents  in  China  havebeeri 
furnishing  to  the  Chinese  s\ii>plies.  steel,  machinery,  and  other  things,  obtain- 
ing them  largely  f!*om  AnaM-ica.  We  have  had  m»  awncies  over  there  until 
practically  since  tlu»  war  to  handle  this  trade. 

Great  Britain  has  been  furnishing  them,  because  she  had  a  means  and  method, 
and  the  law  under  which  she  could  act -and  bought  those  things  and  made  a 
commiift^'on  on  them.  She  has  not  helped  America ;  in  fa<  t,  when  she  saw  that 
America  had  i>een  getting  in  there  on  the  trade  during  the  war.  shi»  began 
immediately  after  the  war  and  passed  this  order  in  conncil  taking  away  the 
opportunity  for  Americans  to  work  under  tiie  British  law  and  to  drivp  them 
out. 

This  bill  has  <me  pnrp<»se:  you  geut1^m*«n  nls^y  not  agree  with  it  m  all 
resi)(M*ts.  1  have  no  criticism,  but,  ol*  course,  if  you  can  offer  anything  to  better 
the  bill,  it  will  l>e  perfectly  satisfactory.  We  want  to  make  it  a  bill  that  mil 
do  absolutely  what  we  want  it  to  do— give  the  United  States  an  equal  chance 
to  trade  In  China  with  other  countries  and  at  the  same  tiifte  protect  the 
commerce  of  the  United  States  absolutely  and  entirely. 

Senator  Bkandtoee.  What  I  want  to  lind  out  is  this:  Of  <*onrse,  T  do  not 
know  anythini^  about  what  is  in  the  minds  of  the  p(H»ple  who  are  in  favor  of 
Ibis  bill,  \vhat  they  want  t<i  accomplish,  e\<'ei>t  what  you  state  liei'c.  ami  fnun 
what  is  in  the  bill.  Now,  as  Senator  Walsh  has  said,  this  subdivisi<»n  b,  at  the 
top  of -paw      provides  as  follows: 

"Such  <oritorati<»n  may  engage  in  any  business  or  enterprise  conducted 
whollv  within  (  hina  and  carried  on  with  persons  in  Ciiina.  except  that  the 
corporation  shall  not  engage  In  any  business  or  enterprise  unlawful  in  the 
territory  in  which  it  is  carried  on." 


as 


PROMOTION  OF  TRADE  IN  CHINA 


Now,  sulxlivis'oii  c  provides: 

''Tlie  corporation  slmii  not  engage  in  any  business  or  .enterprise  other  than 
innt  authorized  hy  subdivision  b." 

That  prohibits  them  from  doin.tc  anything*-  outside  of  China,  as  I  would  think 
^eept  that  it  "may  purchase  in  the  United  States  for  transportation  to 
China  goods,  wares,  or  merchandise  necessary  to  the  estal)lishment  and  con- 
duct of  the  business  or  enterprise  in  which  it  is  authorized  to  engage."  which 
^  _     .  _        ^  ^5^ij  ii\  sul^section  b,  that  it  is  to  be  bus'iiess 

withm  China,  and  yet  It  may  Import  merchandise  from  the  Un  ted  States  to 
conduct  that  business.  That  would  seem  to  me  to  provide  clearly  that  a  cor- 
poration oijrimized  under  the  provisions  of  this  act,  transacting  its  business 
w:rliin  tlie  CU  iiese  Empire  completely,  can  import  from  America  anything  it 
wants  to  to  l)e  sold  hy  them  in  China.  There  is  nothing' in  tlie  hill, 'as  I  see. 
that  would  i.reveut  them  from  importinj;  from  any  other  country  they  wanted 
to  for  the  purpose  of  selliiiir  nirain  in  China.    That  is  their  business." 

rnie  Chairman.  That  was  my  impresssion  of  the  bill,  although  it  is  not  en- 
tirely clear. 

Senator  Bbardeoeb.  Is  that  your  interpretation?  In  other  words,  to  clear  it 
up  m  my  own  mind,  whfle  this  would  seem  by  certain  provisions  here  to  con- 
fine this  corporation,  as  a  national  or  Federal  corporation  of  the  United  States 
to  actn-  tw<  within  the  Chinese  Empire,  If  what  I  have  said  to  you  heretofore 
is  tlie  correct  (•onstructi  )n  of  the  hill,  they  can  do  a  world-wide  business  so 
Tar  as  im))ortni,;:  stuff  into  China  is  concerned.  Thev  can  import  from  any 
country,  and  hence  it  is  not  confined  to  China,  although  it  might  annear  from 
one  provision  of  the  bill  that  it  was. 

The  Ch^man.  But  its  imports,  though  from  other  countries,  would  have  to 
be  sold  In  China  for  the  use  of  China  in  the  construction  of  sonu^  pi-operty 

Senator  Brandegke.  Yes;  or  In  the  business  which  the  corporation  was  oi-- 
ganlzed  to  perform,  whether  it  was  the  development  of  mines  or  railroads  or 
exeavathig  rivers  and  harboi-s  and  all  wm  of  great  industrial  enterprises 

They  can  organize  to  conduct  any  and  every  kind  of  business.  Now,  if  the 
Secretary  of  Connnerce  approves  that,  then,  as  I  would  think,  they  can  import 
into  China  troni  all  the  world,  and  if  they  can  in  what  lespect  does  it  promote 
trade  between  America  and  China? 

Senator  Walsh  of  Montana.  Before  .vou  consider  that.  I\Ir.  Dver  permit  me 
to  say  that  I  do  not  take  that  view  of  it.  I  take  the  view,  from  subdivision 
No.  1  of  subsection  e,  which  says  : 

"May  purchase  in  the  United  States  for  trausiwrtation  to  China  goods 
wares,  or  merchandise  necessary  to  the  establishment  and  conduct  of  a  busi- 
ness or  enterprise  in  which  it  is  authorized  to  engage  "—that  it  is  necessarily 
implied  that  it  can  not  import  from  others— so  you  wUl  observe  that  there  Is 
a  division  of  opinion  right  in  the  committee  here  with  resiiect  to  what  it  is  to 
do.  Now,  Mhat  we  want  to  find  out  from  you  is  what  it  is  that  you  want  us 
to  do. 

Senator  Bkandegee.  I  agree,  Senator  Walsh,  pei-fectly  that  that  is  the  con- 
struction to  be  placed  on  it,  that  giving  them  authoiitv  t<.  im])ort  from  tlie 
United  States  might  be  held  to  exclude  them  from  importing  from  any  other 
country  into  China.    But  we  want  to  know  what  they  want  to  accdmplisli 
and  then  we  can  frame  the  proper  language.  ' 

The  Ohaibman.  Senator  Walsh,  there  is  some  reason  for  the  interpretation 
you  put  upon  that  act.  but  after  all  it  would  be  a  technical  matter  that  could 
be  easily  aAoided.  The  corporation  could  buy  in  China  gootls  that  had  been 
imported  from  other  countries  

Senator  Wai.sh  of  Montana.  Exactly. 

The  CH.\n!>rA.\.  So  that  after  all  it  would  amount  to  tlie  same  thing;  the 
corporation  would  he  there  to  do  bu.sine.ss  in  China  and  would  not  l)e  contined 
to  g«H»ds  made  in  America.  It  couhl  buy  its  goods  anywhere.  So  it  seems 
to  me  that  the  bill  as  it  is  framed  means  simply  to  give  an  opportunity  to 
American  capital  to  do  business  in  China  profitably  and  safely  instead  of  beiug 
a  bill  to  promote,  protect,  or  oalarge  the  e^orts  of  the  Unitetl  States  into 
China. 

Mr.  1>YKK.  I  think,  Mr.  f'hairman,  that  the  purpose  of  the  legislation— at 
least  that  was  the  intention  of  our  committee — was  to  assist  in  making  a 
market  iu  China  for  American  goods  and  to  increase  mr  goods  to  be  s^t  to 

China. 

Tiie  Cha!i:max.  But  this  company  would  not  buy  American  goods  unless  it 
could  buy  tliem  more  cheaply  here  than  it  could  buy  them  anywliere  else. 
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Mr.  Dyeb.  I  am  told  that  it  would,  because  these  companies  must  be  Ameri- 
can companies  and  must  be  controlled  by  Americans  over  there,  and  are  now 
even  where  they  incorporate  under  the  laws  of  the  different  States  in  every 
instance,,  even  to  the  disadvantage  of  the  Americans  sometimes  in  getting 

goods  from  the  United  States.  ^   j,  a.^  rr^tt.^ 

The  Chairman.  That  would  be  loyalty  to  the  general  interests  of  the  United 
States  at  the  expense  of  the  protection  of  the  corporation  itsdf  ? 

Senator  Bbahdegeb.  Would  not  the  whole  thing  in  its  operation  depend  on 
the  control  of  the  American  corporation  that  was  doing  business  m  China?  If 
it  were  controlled  by  large  producers  in  this  country,  of  course  they  would 
purchase  themselves  if  they  could  do  it  as  cheaply.  But  suppose  the  corpora- 
tion is  not  allied  with  any  local  industries  in  this  country  but  is  a  tradiiig 
corporation  over  there  and  wants  to  get  its  supplies  as  cheaply  as  po^ble 
in  order  to  make  dividends  for  its  stockholders,  then  it  can  buy,  if  it  is  at 
liberty  to  do  so  under  this  bill,  in  the  cheapest  market  'he  w^d. 
Mr.  Dyes.  The  things  they  need  over  there  are  things  the  United  States  can 

"Stor  Wamh  of  Montana.  Let  us  see  what  it  is  that  you  want  to  accom- 

^"s^nStor^NiEGEE.  Would  you  be  willing— or  tlie  geneltmen  who  want  to  get 
this  bill  passed,  whoever  thev  are— would  you  he  satistied  to  provide  tliat  this 
corporation  incorporated  to  trade  iu  China  shall  not  purchase  goods  anywhere 
except  in  the  Untied  States? 

Mr.  Dyer.  If  it  can  be  done,  I  see  no  objection  to  it,   . 

Senator  Bkandegee.  And  is  that  the  intention  in  the  nainds  of  the  proponents 

**^lto'^D™  Mr.  PoweU,  who  is  a  resident  of  Shanghai— but  who  is  from  my 
State*  originally—probably  can  give  you  an  idea  as  to  that.  He  publishes  a 
paper  in  Shanghai,  but  is  here  on  a  visit  and  I  have  asked  him  to  come  to 

"^The  cS^uKAr\x  I  want  to  make  one  other  suggesti(.n  before  he  begins,  because 
th'it  point  is  verv  closelv  connectefl  in  my  mind  with  the  authority  and  power 
of  the  United  States  to  organize,  or  to  provide  for  the  organization  of  such  a 

^"'mI-'  DYiii'.  Yes ;  there  is  some  question  about  that.  It  is  the  intention  to  make 
a  market  for  American  goods,  and  they  are  doing  it  and  will  do  it.  They  are 
as  fine  a  lot  of  Americans  as  I  have  ever  seen  over  in  China ;  high  class,  splen- 

clid  Americans.  ,  ,  ^ 

Senator  Brandegee.  Before  this  gentleman  begins,  let  ine  ask  you  one  ques- 
tion In  reading  the  hearings  tliat  were  held  before  the  House  qpmmittee  on 
the  Judiciarv  on  a  bill  of  a  similar  nature  to  this.  I  find  on  page  47  tliat  Air. 
Seitz  in  making  ii  speech  at  a  reception  that  was  given  to  some  party  of  Ameri- 
cans Senators  and  Congressmen,  u.sed  language  about  the  exemption  of  those 
i.rgaliizations  from  taxation,  etc.,  and  he  referred  to  the  guests  he  was  entertain- 
ing as  a  committee  of  Congress.  Who  were  the  gentiemen  and  what  was  their 

™Mr**"DYia  It  was  no  committee.  A  number  of  (V.ngressmen,  including 
Senators  Harris  and  Sterling,  visited  the  Orient  last  summer.  I  had  a  bill 
pending  in  the  Committee  on  the  .Judiciary  and  while  1  was  there  they  asked 
for  an  opportunitv— and  I  was  glad  myself  to  avail  of  it— to  hear  these  gentle- 
men upon  this  question.  That  was  when  the  testimony  was  taken. 
Senator  Buaxdegek.  He  states  as  follows: 

"  We  have  amongst  us  to-day  some  of  the  most  influential  representatives 
amongst  our  lawmakers  in  Washington,  and  we  hope  you  will  take  to  heart 
what  we  as  the  leadii^  organizattoos  representing  trade  in  China,  have  told 
you  here.  If  you  will  carry  back  to  your  colleagues  in  Washington  the  im- 
portance of  the  message  which  we  desire  to  convey  and  thereby  help  to  have 
Federal  incorporation  laws  for  American  companies  in  China  granted,  you  wiU 
be  conferring  an  inestimable  benetit  on  American  trade." 

Mr  Hyku  At  the  time  1  was  cliairmaii  of  the  subcoiiimitttee  on  the  judiciary, 
which  was  '((msidering  this  hill,  and  1  took  this  testimony  and  pie.sente*!  it  to 
them,  and  that  is  the  way  it  hai>peiu«d.  ^    ^  .  ,  ^ 

Theiv  s  no  one  else,  ilr.  Chairman,  here  who  desires  to  speak,  except  Mr. 
Powell  who  is  coiinecte«l  with  a  magazine,  a  large  far  eastern  review  (»f  Shang- 
liai  and  two  gentlemen  who  worked  with  him  on  the  .Iiidi(  iary  Comiiiittee  try- 
ing'to  look  up  the  law  in  order  to  write  the  proper  bill  in  the  legislative  drafting 
s^iee  of  the  House,  and  Mr.  Eldridge,  wlio  is  the  chief  of  the  division  of  the 
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.STATKMKJfT  OK  J.  B.  POM  Kr.T.. 

.J!uJy'T'-  i":^-  '-''j^^  l.usi.iF^s  in  Si.i.ndui  is  o<liror  and 

1  tiUhsher  of  ;in  American  nwkly  imi,t^!..7/i.e  cr  !u-x^ s^.a^ei-.  I\iillii--.rs  U-viow  of 
the  Jar  Eiist  l>i-inte<i  In  tho  English  ImijruHj^e.    I  Imvo  lived  :n  (li,ina  for  -Z 
"•()Xi...atoly  loi^r  vftirs.    Tn  .MMm  to  thflf  work,  I  hnw  aote,i,  sin.v  I  liavo 
bw-n  (.ut  tbor...     srcivtni  y  of  ti.e  AnuTi.  fin  (UumibOT  of  ConimweeM  Shanghai 
''rrm^inm  v,-hM^  in  1913  was  oHfr  nally  organized  with  aftttiit 

j.r.d  .•uu.o.  inc  s  an.  h*^  nvnamder  v:  lna!s.  Tiws  .-l.nniher  now  lu.s;  a  nieii.- 
l».'rsJni.  -n  iibom  3<H>.  (»r  a  TtUe  hotr.--  f:,;,,,  :ior)  :;ir,  -ahd  ]n-aftk>ailv  ■  II  of 
these  hnws  nre  si.ir.ll  companies  have  .-..ne  irao  rhinos.,  tia.'le  sin'-o  the 

IWfirinninK  ot  the  Avar.  I  have  a  list  ..f  th.Mii  hei-e.  giving  the  r  Home  olliees 
They  are  scattered  all  over  the  United  States  ' 

in'fhe  rmmr'^"^"      ^"^^  "»*      «>e  yepoiter,  it  will  be  inserted 

(  The  hst  referred  to  is  here  printed  in  full,  as  fonowa:) 

LIST  OF  LOCAL  HKHBKBS. 

«)j;IinSiS!'(3hina7  ^    '  ^-'"^'"^  'merchandise,  import  and  export, 

American  Drug  Co..  drugs,  chemicals.  40-42  Nankius  Hoad.  Shani^hai 

St^tSrSan  fS.<S"^  «nd  export,  Lombard  and  Battery 

Amerit  an  Express  C^o.,  .-xpn'ss  and  freight,  l)anker8.  New  York 

Aia.  ri.  ])  '  M  ;er.tal  Banking  Cnporation.  banking,  care  of  Irving  NatioDiM 

l>ai!A,  Aev,"  ^  oi"k. 

Anierican  a'ra.l  ji^-  Co..  iitijioi  t  and  exjiort.  25  Broail  Street  New  York 
Ainos  Bird  Co.,  egK  pr«^du.l^^  Tli  S.nitfi  Market  IStrcvt,  Boston 
Nfw'Srk"'  ^  eomniission  mer.  iumts,  80  Wall  Street, 

Arkeil  A:  D.aiuJas,  import  and  export,  44  Whitehall  Street,  New  York 
Asia  r.ankin-  ( Oriwration,  banking.  68  Liberty  Street.  New  York 

Ault     W  1I.01-  <  Y...  ju-int'j;'.':  hik  and  supplies.  C;nclnnati,  Ohio. 

Carter,  Macy  a  Ci.,  rea  cxpr-rs.  loti  W  ater  Street,  NeM'  York 

Chi'ia  Electric  Co..  nuinufacuirers  telephone  systems,  jobbersj  185-Bttmdwar, 

China  General  Edison  Co..  ek-vtri.al  mateiials.  S(  henenadv  N  Y 
Chhia,  Japan  &  South  American  Trading  Co.,  import  an.l"  export.  89  Maiden 
liane,  New  xork. 

China  &  Java  Export  Co.,  hides  and  skins,  97  Gold  Stri^et,  New  Yoi  k 

China  Pacific  Commercial  Co..  import  and  export,  149  California  Street,  San 

Ciii!:a  Press,  nevvspajsers,  ShangJiai. 
.    Chii!eso-Anier.(an  Co..  inip..rt  and  exp.'it.  2(10  Devonshire  Street  l!.)st(»n 

Cliuuse-Anierican  I'uhiisliin-  ('o.,  l).>.,ksi  ilers.  publishers   Koel-es'tcr   X  V 
StSrt!'*SarFrane1^''         ^^^^^il^'^^^-^vax.  import  an.l  export,  210  California 

Commercial  Pacific  Cable  Co..  cables,  253  Broadway,  York 
Conuell  Bros.  Co.,  import  and  exiwrt,  77  ilarion  Street,  Seattle" 
l  )od;;e  .\.  Seymour,  import  and  niunufacturers'  agents,  11  Broadway,  New  York. 
Kol|ert  D<.llar  Co..  lumber  and  shipping,  230  California  Street,  San  Francisco. 
M  •  i  v   **"v        %  ^^emours  l^xplosives  Co.,  chemicals,  dyes,  etc.,  Equitable 

J.  H  &  (;.  K.  Eagle,  silk  niainifaeturer.s,  265  Fourth  Avenue,  New  York. 

L.  Evei  tt.  iiiij.ort  aiul  exjiorr,  Siiun^Jiai. 

Far  Eastern  Review,  monthly  engineering  .i..urnal.  care  of  .1.  Il.jlaud  Kaj  " 
I'hicago.  **'"^» 

lY  aron,  Daniel  &  Co.,  import  and  export,  90  Wall  Street  New  York 
Fenner,  Ross     Brown,  import  and  exiwrt,  Seattle. 

Fl'  mining,  l  )a\  ics  vV;  P.ryan,  att..rneys  at  law,  Shanghai. 
Fobes  Co.  (Ltd.).  ina-bineiy,  .Sliangliai. 

Foster-MtCiellun  Co.,  manuiucturijjg  chemi«t8,  1280  Main  Street,  Buffalo 
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Gnston,  ^^'iIl^i^n8  iS:  Wiyuiore.  import  and  pxixirt.  39  Bmuhvay,  New  York. 

«J<  Si'Hs  {Hankow,  (niina),  t-vi»ujt  wood  auU  bean  o.l,  G-8  Fletclier 
Street,  New  York. 

Grace  China  Co.,  importing,  txiioit,  shipping,  Hanover  Sqiiaiv,  New  Vtak. 

A.  n.  Ha-er,  internationjii  corrosiwmleuce  schools,  Scranton.  i»a. 

Hobeit  H.  Ingersull  &  Bro.,  watch  manufacturers,  315  Fourth  Avenue  New 

InlcnialioiKji  liar.kiii.t;  Corporati^^ii.  l;niikiii^%  Tm  Wall  Street  New  York. 
JtM-Jil-aii.  Fet^seudeij      K*.s-.  attorneys  at  law.  Slianirhai. 
Klauher  Tradins:  Corporation,  import  ami  export.  Now  York  (Mtv 
The  Koster  Co.,  barrels,  eoi>j>erage,  shooks,  433  California  Stret^t.  San  Fran- 
tisco. 

Edward  Matirer  Co.,  imiwrt  and  export,  80  Maid(  n  Lane,  X*  w  Y(»rk. 
Millard's:  Review,  weekly  trade,  finance  journal,  Caldwell-Burnet  (N miration, 
l(n  l*ark  Avenue,  New  York. 

Mui-pliy  *S;  Dana,  arHiitfcts,  331  Mailisoii  A\enue,  New  York, 

Mustard  ^  Co.,  importers,  care  of  Br.tisli-American  fobacco  Co.,  200  Fifth 

Avi'iiiic.  New  York. 

Xalra  Co.  (Inc.),  in\\)on  and  export,  ship  owners  and  oi>erators,  120  Broad- 
way, New  Yoik. 

National  Aniline  &  Chemical  Co.,  aniline  <lyes,  imli^^o.  elieniicals,  ill  Burlin;r 
Slip,  New  York.  ' 

Pacific  Coast  Steel  Co.,  steel.  Import  and  exiiort,  5S2  Rialto  Buildhii?,  San 

Frartr  SCO. 

Pacitic  Mail  SM^amsliip  <%».,  sbippinjar,  San  Francisco. 

F»ark-]'T!ioTi  F(U'oitrn  P>ankin,tr  (^>n>oration,  bankinji:,  55  Wall  Street.  New  York 
Pliiiil^pine  National  Rank.  bankin,L^  37  Broadway,  New  York,  and  Manila,  P  I 
Pressed  Steel  Car  Co.,  freight  and  passenger  ciirs.  Pittsburgh,  Pa. 
Rogers,  Brown  ^S:  Co.,  exj)ort  and  import  vegetable  oilte,  Seattle,  Wash. 
A.  B.  RosHifleld  &  Son,  cotton  dealers,  Shanghai. 
Saoo-Lowetl  Shop^,  eotton-miH  ina<^nery,  Boston.  Mass. 
Thomas  W.  Siimnons  &  Co.,  import  and  export  San  Francisco. 
Smger  Sewing  IMachine  Co.,  sewing  machines,  New  Yoilc. 
Squires  Bingham  Co.,  general  retail,  17-A  Nanking  Road,  Shanghai 
Standard  Oil  Co.  of  New  York.  petr<»hMun  products,  26  Broadwav,  New  York. 
Cliarles  T.  Stork  &  (^o,  (Inc.),  import  and  expoit,  135  Front  Street  New  York 
James  I).  Sullivan,  candies,  wholesale  and  retail,  11  Nanking  Road,  Shaugbaii 
The  Texas  Co.,  petroleum  products.  17  Battel^-  Place,  New  York. 
A.  P.  Thane  &  Co.,  lumber  merchants,  import  "and  export.  San  Francisco 
Tobacco  Products  Gorporatton,  tobacco,  cigarettes,  1790  Bn»adwav,  New  York 
Trans-Pacific  Corporation,  imp4»rC  and  export,  Portland,  Oreg. 
United  States  Rtfbber  Export  Co.,  manufactnf«m  ^  rubber  goods.  1790  Broad- 
way, New  York. 

United  States  Steel  I*roducts  Co.,  products  of  United  States  Steel  Gorpora- 
tmn,  30  (Muircb  Street,  New  York. 

United  States  Trading  Corporation,  import  and  exix>rt,  51  California  Street 

San  Francisco. 

Villa  Bros.,  of  Shanghai,  raw  silk,  expoi-t,  9.1  Madison  Avenue.  New  York, 

Vilotldaki  &  Co.,  chemicals,  silk  goods,  injporters  and  expoi  trrs,  Shanghai. 

Wah  Chang  Trading  Corporation,  import  and  export,  W'oolworth  Building. 
New  York. 

J.  (\  Whitney  Co.,  tea- exporters,  487-^51  West  Ontario  Street,  Chicago. 
WUlits  &  Patters<m,  import  and  export  v^etable  oils,  1  Dnimra  Street,  San 

Francisco. 

P.  F.  Wisner  &  Co.,  importers  and  exporters,  New  York. 

Youroveta  Home  &  Foreign  Trading  Co.  (Inc.),  import  and  export,  130  Broad- 
way, New  York, 
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Allis-Chalmers  Manufacturing  Co,»  mantffoetura^  of  flour  mill,  mining,  and 
electrical  machinery,  Milwaukee,  Wis. 

American  Aniline  Products  (Inc.),  manufacturers  of  dyestuflte,  diemioOs. 
etc.,  80  Fifth  Avenue,  New  York, 

American  Car  &  Foundry  Co.,  railroad  equipment,  120  Broadway,  Nev  York. 
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American  International  Corporation,  finance,  construction,  120  Broadway » 
N©w  York. 

American  Boiling  Mill  Co.,  structural  steel,  Middletown,  Ohio. 
American  Wooltm  Producte  Co.,  woolen  piece  goods,  235  Fourth  Avenue, 
New  York, 

Armour  &  Co.,  packers,  niaiuifacturer;^,  Chicago. 

Art  Metal  Construction  <:;o.,  steel  office  furniture,  etc.,  Jamestown,  ^.  Y. 
Baldwin  Locomotive  Works,  locomotives.  Philadelphia,  Pa. 
C.  C,  Belknap  Glass  Co.,  ^dass  manufacturers,  1900  Railroad  Avenue,  Settle. 
Bemis  Bag  Co.,  hags,  40  Central  Street,  Boston. 

Bucyrus  Co.,  manufacturers  of  excavating  machinery.  South  Milwaukee,  Wis. 
Burroughs  Adding  MacWne  Co.,  adding  and  calculating  machines,  Detroit, 

^California  Barrel  Co.,  cooperage  mawifacturers,  export,  433  California  Street, 

San  Francisco.  ^    ttt  i. 

ralifornia  (%>rrugated  Culvert  Co.,  culverts,  Fifth  and  Parker  Streets.  West 

^^Cam\>rn^^^^  Packing  Corporation,  canned  products,  101  California  Street,  San 
J^ra  n  c  *  sc( ) 

California  Paint  Co.,  paints,  oils,  varnislies,  Eleventh,'  Twelfth,  and  Pine 

Streets,  Oaldand,  Calif.  •««   ^  «  « 

Cal  fornia  Sugar  &  White  Pine  Co.,  Inmber  m^faants.  First  Natiooal  Bank, 

San  FYaneisco.  ^     ,  , 

W.  J.  Cassidy.  manufacturers  v^ta))le  oils,  60  Broadway,  INew  lorlv. 
Chicago  Pneumatic  Tool  Co.,  manufacturers  pneumatic  tools,  electric  toOlSj 

air  compressors,  343  Soutli  Dearborn  Street,  Chicago. 

Clyde  Equipment  Co..  import  and  export,  .^42  First  Avenue,  Soutli.  Seattle. 
Commercial  Un  ou  of  America,  import  aud  export,  25  Beaver  Street,  New 

^^aiit  &  Kussell.  lunil)*»r  merchants,  Portland,  Oreg. 

Darling  &  Co.,  hides,  bones,  fertilizers.  Union  Stock  Yards,  Chicago. 

Dill-Crosett  (Inc.),  import  and  export,  235  Pine  Street,  San  Francisco. 

Domestic  Engineering  Ca,  Delco  light,  Dayton.  Ohio 

Equitable  Tni.'^t  Co.,  banking  and  exchange,  37  Wall  Street,  ISew  York. 

Erie  City  Iron  Works,  manufacturers  steam  engines  and  boilers.  Er  e.  Pa 

Fairbanks.  Aiorse  &  Co.  (Inc.),  railway  supplies,  30  Church  Street.  New  York. 

Farley  Candy  Co^  manufacturers  of  candies,  720  North  Fraukhn  Street, 
Cliica  ^'^o 

Fi-encii  Krenie  (  V).,  egg  yolk,  albumen  and  all  food  lines,  291  Broadway,  New 

^^P  W  Frost  &  Co.,  import  and  export,  60  Wall  Street,  New  York.  ' 
Fur  Merchants  Association,  furs,  218  Fifth  Avenue,  New  York. 
General  BSectric  Co.,  electrical  manufacturers,  Schenectady,  N.  Y. 
Gillespie  Bros.  &  Co.,  exporters,  No.  11  Broadway,  X<^w  York. 
W  &  L  E  Hurley,  mininfr,  niarhie.  survey  engineers,  Troy,  ^.  Y. 
Hannuond  T.N  pewriter  Co.,  manufacturers  typewriters,  Sixty-ninth  Street  and 

Kast  Kiv(M\  New  York.  ,      .    .       ,    ^,     i     ^  i-vu- 

Harr  Manufacturimr  (*o.,  manufa<  rurers  <»f  mechanics  tools,  Clevelanu,  Umo. 
Herrinu-HallMarvin  Safe  Co..  safe  manufacturers,  400  Broadway,  New  York. 
Howe  Scale  Co.,  scales  manufacturers,  341  Broadway,  New  York. 
Imex  Corporat'on.  import  and  export,  25  Beaver  Street,  New  YOTk. 
Iniperial  Candy  Co.,  manufacturers,  Seattle. 

Ingersoll-Rand  Co.,  manufacturers  of  compressed-air  machmery.  New  York, 
Innes  &  Co..  import  and  export,  132  Front  Street,  New  York. 
Leon  Israel  &  Bros.,  importers  and  exporters.  101  Wnll  Street.  New  York. 
S  L  Jones  &  (^o.,  import  and  export,  209  (^Uifornia  Street,  San  Francisco, 
knapp  <S:  Baxter,  import  and  export,  No.  2  Pine  Street,  San  Francisco. 
T.ani:*ley  &  Miciiaels  (\).,  wholesale  dru.us,  42-«0  First  Street,  San  Francisco. 
AVilliam  A.  l.ee.  president  boanl  of  trade,  Augusta,  Ga. 

^NlacDonald  iS:  (  o.,  shipping  and  cmnmlssion,  454  Montgomery  Street  San 

I'rancisco.  ^     ^         ^,    ^  r% 

Marshall-Dwells  Co.,  hardware  and  iron  merchants,  Portland,  Oreg. 
R.  Martens  &  Co.  (Inc.),  exporters  and  importers,  6  Hanover  Street,  New 

York 

McConway  &  Torley  (^>..  manufacturers  Januey  couplers,  Forty-eighth  and 
A.  V.  Railway,  Pittsburgh,  Pu. 
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J.  A.  Migel  (inc.),  manufacturers  silk  products,  422  Fourth  Avwue,  New 

York. 

G.  A.  Miller,  import  and  export,  123  Front  Street,  New  York. 
Montgomery  Ward  &  Co.,  wholesale,  mail-order,  Chicago. 
Geo.  H.  Morrill  Co.,  printing  inks,  carbon  black,  New  York, 
David  L.  Moss  &  Co.,  import  and  export,  60  Wall  Street,  New  York. 
Muller,  MacLean  &  Co.,  exporters,  No.  11  Broadway,  New  York. 
E.  A.  Muns  Kalsomine  Co.,  kalsomines,  217  Fulton  Street,  Brooklyn,  N.  Y. 
National  I^^ad  Co.,  manufacturers  of  paints,  385  OaUfomia  Street,  San  Fran- 
'»isco. 

Oppenheimer  Casing  Co.,  sausage  casings,  1020-28  West  Thirty-sixth  Street, 
Chicago. 

Overseas  Shipping  Co.,  shipping  and  forwarding,  322  South  Michigan  Avenue, 
Chicago. 

Pacifle-American  Trading  Co.,  imi>ort  and  export,  112  Market  Street,  San 
Frimdbsco. 

Ftocific-Orient  Co.,  import  and  export,  16  Oaliforaia  Street,  San  Franciseo. 
Pacific  Sliipping  &  Fuel  Co.,  wholesale  coal,  659*Golman  Building,  Settle. 

Packard  Motor  Car  Co.,  manufacturers  motor  cars  and  trucks,  Detroit,  Midi. 
The  Paraffine  Cos.,  paints  and  oils,  34-40  First  Street,  San  Francisco. 
Peet  Bros.  ^Manufacturing  Co.,  manufacturers  of  soap,  Kansas  Citv,  Kans. 
Ferine  INIachinery  Co.,  ship  building,  iron,  and  steel.  209  First  Street,  Seattle. 
W.  Phillips  &  Co.,  import  and  export,  1098  Sansome  Street,  San  Francisco. 
Portland  Chamber  of  Commerce,  manufactuj  ers  and  merchants,  Portland, 
Oreg. 

Procter  &  Gamble  Co.,  soaps,  oils,  chemicals.  Sixth  and  Main  Streets,  Cindn- 
nati. 

Remington  Typewriter  Co.,  typewriters,  office  supplies.  New  York. 
Rendrock  Powder  Co.,  blasting  powder.  100  Wall  Street.  New  Y'ork. 
Rolph,  ]\Iills  &  Co.,  import  and  export,  Monadnock  Building,  San  Francisco. 
Schwabaclier  Hardware  C<».,  wholesale  hardware.  First  Avenue  South  and 

Jackson  Street,  San  Francisco. 

Scott,  Sugden  &  Lament,  import  aud  export,  343  Moxiadnock  Building,  San 
Francisco. 

Seattle  Chamber  of  Conmierce,  manufiactnrers  and  merdiants,  Seattle. 

C.  Henry  Smith,  import  and  export,  California  and  Battery  Streets,  San 

Francisco. 

Smythfield  Export  Co.,  exports  and  impwters,  1216  Arch  Street,  Phila- 

<lelphia. 

C.  Solomon,  jr.,  im]>ort  and  export,  314  Battery  Street.  San  Francisco. 

Southard  Kobei-tson  Co.,  stoves,  ranges,  257-259  AVater  Street,  New  York. 

Steel  Hoop  &  Heavy  Hardware  Co.  (Inc.),  distributors  for  Acme  Steel  Goods 
Co.,  295  Broadway,  New  York, 

John  Steptoe  Co.,  machine-tool  builders,  Cincinnati,  Ohio. 

T«it  &  Nordmeyer  Bngineering  Co.,  engineers,  International  Life  Building, 
St.  Louis. 

Thomas  &  Co.,  importers  oils,  oil  seeds,  1209  American  Bank  Building, 

Seattle,  Wash. 

The  Trans-Pacitic.  i»iagazine,  .Ta|»an  Advertiser  Building.  Tokyo. 
Truscon  Steel  Co..  reinforcing  and  structural  steel.  Youngstown.  <Miio. 
Fidou  Oil  <'o.  of  California,  oil  products,  Mills  Bnirding.  San  Francisco. 
A.  1\  Villa  (S:  Bros.,  raw  silk  imi»ort,  95  Madisou  Avenue.  New  Yoi'k. 
Westinghouse  Electric  Export  Co.,  electrical  manufacturers,  icm  Broadway, 
New  York. 

The  Widlar  Co.,  teas  and  spices,  722-40  Bolivar  Road,  Cleveland,  Ohio. 

Willits  &  Co.,  import  and  export.  16  California  Street,  San  Francisco. 

Zellerhai  k  Paper  Co.,  paper.  j>r:nters'  supi)lies,  San  Franciseo. 

^Ii'.  PowKM..  Von  will  notice  that  that  list  is  divided  into  what  we  call  local 
coi'poi'atioiis  members — that  is.  tirms  with  othces  in  Shangliai.  and  actual  rt^pre- 
sentatives  there.  Tt  shows  also  the  individual  members,  and  we  have  a 
foreign  nHMni»ersbi]).  which  includes  a  manufacturer  who  is  sf^lliuir  goods  in 
China  and  who  |)ays  us  a  small  fee  because  of  his  interest  in  thai  tield,  and  we 
mail  him  our  bulletin,  whi  Ji  goes  out  once  a  month,  about  trade  conditions  in 
that  part  of  the  world. 

I  think  I  should  first  answer  the  question  that  was  brought  up  about  where 
these  firms  would  buy.  One  of  these — I  should  say  the  most  important  feature 
in  the  foreign-trade  develo^irat  of  any  country  is  the  personnel  of  that  coun* 
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try  in  the  foreign  field.  TUal  is  the  big  iliiii;:.  Aiiieiir;nis  push  Aniericiin 
goods,  the  British  push  British  go6ds,  and  the  Germans  push  German  goods, 
and  so  on  down  the  line  to  the  nth  degree.  You  do  have  cases  where  an 
Ameriain  !n::v      interested  in  pusliing  material  from  other  countries,  but  it 

is  nn  o\('«Miti<»]i  and  not  the  rule  at  all. 

Now,  there  is  another  feature.  As  It  is  now  there  is  nothing,  of  course,  to 
force-  nny  of  rlicso  ('oi)U)!iv*:rs  t]i;;i  <*iiv  out  tliero  (tperatin.s;  uiulor  State  charters 
lo  huy  any  jxho-Is  at  any  specltic  pl:U'*\  Thoy  can  buy  'wherever  they  please, 
provided  they  c;!n  an  agency  in  Eugicind  or  elsewhere.  But  where  thi\v 
do  the  bigt?:*^Kt  part  of  tlieir  business  with  countries  outside  of  the  United  States 
they  can  not  get  American  consular  protection,  I  do  not  know  whether  there 
Is  any  law  or  reguhition  that  forces  the  United  States  or  the  State  Department 
to  i>r,  UHt  Auierican  firms  in  the  foreign  field,  when  the^  firms  do  of 
their  bus  ne^^^  in  goods  n<»t  originating  in  the  United  States. 

Senator  V  ;  u  *}(  :\:ontiina.  I  do  not  understand  wh,at  j on  meaja  wh^  you 
state  ^^  rnu  r.r:     't  consi^^^ito  ni-*'t.or'tion. 

:\fr.  Fowkj.i..  I  will  takr-  up  ^•;^sl^  I  knaw  an  Anuriran  lirni  in  Shanghai 
which  h  ndir-s  cijtton  goods  uuiiairactuveti  in  Ent*-]aiid.  At  one  time  w:*  liad  the 
big  pai-t  of  th:it  !)r.siueKs  in  Cii'sia.  and  it  was  very  liroat.  I  will  tell  you  rhat 
England,  for  instance,  sells  uiore  in  that  one  line  tlian  wo  do  in  a  doxen  lines 
in  China.  V/e  had  th- 1  business  once,  but  wo  lost  it.  Now,  this  firm  dealt 
originally  In  this  American  piece-goods  business,  but  when  we  lost  that  market 
and  the  business  went  against  us  this  firm  got  some  agencies  in  ^gland.  I 
think  a  year  ago,  or  at  least  since  I  have  been  secretary  of  the  American 
Ohambor  of  Co]>nnercej  tiiis  firm  got  into  trouble  bofau^o  t!io  Japanese  imitated 
the  rrado  maik  ou  this  Engiish  liQe;  30  th€sy  w^ent  to  the  American  ^consulate  for 
proteiti^^u. 

Senati>r  Walsh  of  IMontan:!.  Protection  liuwV 

Mr.  Pov.'KLL.  They  w;;utcd  to  bring  un  action  against  ili^sc  .Ja[)aiiese  tor  lini- 
lating  ihli  trailoniark.  Tne  American  consuiaie  s.-id,  "  So;  it  is  a  British  line 
and  we  can  not  do  anything  for  you." 

Skater  Bbandegee.  I  am  anxious  to  know  what  you  v/juit  put  in  the  bilL  Do 
you  want  these  corporations  to  have  authority  to  import  into  Qxina  from  any 
country  they  please? 

Mr,  PowELi^  I  should  think  a  company  in  order  to  be  successful  would  have 
I  ^  iv',^  that  power,  of  ccursc.  What  we  want- is  for  them  to  buy  in  Ajnerlca 
tiUil  s]-(^!>d  ovi^ry  dollar  here  they  can. 

Senator  BRA?:r^:f:tE,  If  they  ct«n  get  it  at  the  saiue  inice? 

ilr.  I'owEF.i..  Y('S.  sir. 

Senator  BRA"NiMxi>K.  liur  sv:]ii>oso  under  the  bill  a  cor^»oration  is  organized 
over  there,  and  suppose  it  gets  a  contract  from  the  Government  of  China  to 
establish  some  systen)  of  irrigat'on.  or  r^aJials,  which  would  involve  an  expencli- 
ture  comi^f^rnble  to  what  wo  spcid  on  the  Panama  Canal.  Now,  Americans  may 
push  American  trade,  other  conditions  )>eing  equal,  but  won't  they  buy  Avhere 
tiiev  cr.n  ^wy  I'v^  Iicapest,  so  as^  to  make  the  most  uioney  for  their  stix:kholders 
under  that  contract? 

;Mr.  PowKLL.  I  <  =  o  not  tliink  we  could  t:ret  American  iv-xtc"!  ion  in  tho>;c  con- 
tracts. If  tliis  fon:!nany  buys  thinccs — if  thoy  ar<^  larue  i];in?7s,  such  as  vou  sutr- 
gest — the  contracts  have  to  be  approved  by  the  American  legation  to  be  legal, 
and  1  do  not  think  the  American  legation  would  do  that  to  any  great  extent  if 
the  company  dealt  in  non-American  materials. 

Senator  Bbandegke.  But  you  say  that  the  American  legation  would  compel 
all  these  companies  to  buy  their  ^tnfC  in  America;  and  if  so,  why  would  it  not 
be  just  as  well  to  put  it  in  the  bill? 

Mr.  PcuvKi  L,  I  do  not  know  whetlic!'  they  vould  compel  it,  but  they  would  n<»t 
be  very  enthusiastic  alxnit  supn(»rting  them  in  actual  practice  if  their  business 
was  with  countries  outside  of  America. 

Senator  Bkandegee.  You  say  they  would  not  approve  it  unless  it  was  what? 

The  Chairman.  Who  would  not  approve  it? 

Mr.  Powell.  The  American  Legation-  They  would  not  approve  a  business  tJie 
substantial  interest  of  which  Mras  not  American. 

The  CHAiBMAr?,  What  h«s  the  American  Legation  got  to  do  with  it? 

Mr.  PowKiL.  They  have  to  approve  the  contract.  We  live  in  China  under  our 
own  laws,  and  rll  *  vr  :  '-t*vif%^:  out  th=  t--.'  a^i^  vul  !  *;)  Aui  ■ri'-a!i  laws  as  ad- 
Tni!*ist  "  •( '1  by  our  court  iu  China  i^nd  by  our  consuhu'  and  diplomaiic  officers  in 
that  country. 

Tiw*  <  ]iAiUMAN.  If  we  pass  this  bili  "t  will  be  a  p4irt  of  the  Uiw  arlmiii  siercd 
in  China? 
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Ml.  PowELT.  Yes.  s  r:  th!s  comes  und<  r  our  jurisdiction.  We  can  not  operate 
except  under  our  own  law.    W(^  arc  subj<ct  to  our  own  jurisdiction. 

.Senator  I^ranoegee.  Do  you  think  it  wouhl  promote  international  trade  be- 
twron  Amvrica  and  Ch'mn  if  \vp  shoidd  i»ass  this  bill  iust  as  von  have  drawn  it 
With  the  restr:ct:ons  that  tlioso  cori;(»rations  should  not  inipm't  ixooils  into  China 
from  any  country  except  America :  do  you  thiid-:  th-t  would  do  it? 

Mr.  Powell.  I  do  not  knpw  about  the  actual  o[>era..<»n  of  it 

Senator  Branx^eb.  Wofild  the  companies  operate? 

Mr  PoAVELL,  For  instance,  our  competitors— us  ng  it  aginst  us  ;hai  we  wvvo 
bound  m  this  w;  y -  ra  ght  exploit  the  fact  thv.t  our  prices  nn'-^'t  be  highe'* 

Senator  BnAN]^i:(;Kr.  But  I  do  not  s,v  m  to  be  able  to  gi-t  an  answer  o  mv 
ques'ion  y.  !iet!u  r  tiie  proponents  of  this  bill  want  to  limit  the  v  imports  to  -ooils 
biougot  trom  America  or  whether  they  want  to  have  the  righ^  Ur  huv  oM  onv 
the  world.  "  .  - 

Mr.  Powell.  I  should  say  that  it  shordd.  l»o  iinilted  as  far  ar=  possible  to 
America,  If  it  can  be  done  without  iiijuring  the  business  of  tlie  tirm  our  there 

Seufltor  Bbandegee.  Can  it  be  done  without  injuring  =t;  that  :s  what  I  want 
ti^  viv  v.  /  lou  know  all  about  business  conditions  over  there  and  I  do  not  It 
wou;d  s(ynr  to  me  that  as  this  corporation  do!ng  business  in  China  did  not  buv 
in  .^mi  rn  a  t  wf»uld  not  teml  to  promote  trade  with  Amer'ca,  wherer^s  if  theV 
are  con.invd  (o  pi-.vha-in::  fron^  America  it  would  not  seem  to  me  that  they 
roukl  compote  with  other  peonlo  >vho  are  at  ]n>.rty  to  buv  from  J^inair^^ 
cheaper  m^irkct.  and  I  want  some  inionr.a.tV.i  on  U.  I  v-.-^.u  to  know^^^  yli 
want  us  to  put  in  the  bill,  and  then  we  wdl  decide  the  matter 

Mr.  Powell.  If  It  could  be  legally  done,  it  tiu  sa  cciupan  cs  rould  forced  to 
buy  m  no  other  phice  than  America,  I  should  say  it  would  be  a  vc  rv  ^^00  1  thiuff 

rni  ed  S t.^^^^^^^  2^     company  that  was  organ2ze<I  iu  the 

1  mted  States  that  v. as  hnuterl  to  purchases  hi  goods  bought  out  of  the  Unite<l 

^:i.-  t:r^  ^^^^       ^^^^^^^^  ^"^'^^^-^  ^'^'^^  l!ke  than 

Simad  A\ATSH.  It  you  will  pardon  mo,  Mr.  Chan-nnn,  1  want  to  inouire  if 

•  M^ii^^^^  '^^^''''^''^  associated  with  you?  ^ 

Mr.  POWELL.  \es.  sir;  to  a  corta  n  extc^'t 

wWch  are  authorized  to  buy  anywhere,  or  thev  can  into  an  u 
;i%T,in-^nn  i':^'  H  •••"^'^""'^  t«  »>»y        in  the  Unitecl  States  wouhl  vo     , h 

Pmvif!"         .'■"'•^""'■''^^"r  ™«<i  be  inviting  to  Chinese  capital? 

Ml.  1  DWELL,  ^o,  Sir:  It  woulfl  not. 

Mr.  Dyer.  Aiul  the  Hi  itisli  ,lo  n(.t  have  it  in  their  law 

Senator  BKAxnfxiKK.  Now,  on  the  othei-  himd,  if  it  is  not  nut  in,  how  is  It 
going  to  help  American  trade  with  China?  ^ 

""'^  '"'^  5»  in  America  that 

they  can  possibly  find  a  market  for  in  (Jreat  Britain.  Thev  hnv  notlnn-'  fron, 
any  other  country  unless  it  can  not  be  had  fron.  Auierica.   Ti.at  is  the  ah.solule 

Senator  Chamberlain.  May  I  ask  a  question? 

The  Chatkmax.  Certainlv. 

nJi^'^r"  it  not  true  that  American  nuinufacturers  com. 

KdSl  StaS  ^    ^"^''^  ^  ^""  ^^ 

Mr.  Dyer.  That  I  do  not  know. 
Mr,  PowEiLL.  What  is  the  question? 

Senator  OhamberlaW.  I  am  spealciu^^  of  these  American  manutaoturers 
competing  for  business  over  there,  that  ship  goods  to  China— do  not  the  awnts 
sell  the  j2:oods  cheaper  there  to  customers  than  they  do  In  the  United  States 

Mr.  1  OAVELL.  T  think  i^-ohahly  not  the  same  quality  of  goods,  but  there  has 
heen  a  haint  in  the  past  of  dunjpiiiir  some  of  our  ch€«per  or  "second"  stuff 
into  a  forei^rn  market  where  it  sells  cheaper. 

Senator  CHAMBKBt^iN.  I  thought  competition  had  a  good  deal  to  do  with 

the  prices. 

Tlie  Chair>ian.  Suppose  you  were  putting?  up  a  cotton  mill  there,  vou  do 
mt  mmn  to  say  It  would  i.revent  this  company  from  usin<r  Egyptian  "cottoik 
or  our  own  pec^le  from  using  Egj  ptian  cotton  here  to  a  de^aee. 

Mr:  PdWKEx.  That  Is  quite  true  of  an  American  company  if  vou  limit  it  to 
this  country.  " 

The  CHintMAN.  I  do  not  think  yon  conld  get  any  ciM^^ital  into  it  at  all. 
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Mr.  Powell.  But  in  the  actual  application  there  is  no  question  but  that 
Americans  push  American  materials  clear  down  the  line.  It  is  a  most  impor- 
tant function  and  prhiciple  in  foreign  trade  that  the  big  part  of  it  depends  on 
your  own  personnel  that  is  there  on  the  job  all  the  time. 

Mr.  Dyer.  Mr.  Chainuan,  I  think  Mr.  Eldridge  could  give  you  some  facts  with 
respect  to  this  matter. 

STATEMENT  01*  MM.  T.  E,  ELDEIDGE^  SEFAETMENT  OF  COSKJCSECE. 

"Mr.  Ei.nuiiHiK.  'Slv.  (Muiirninn.  I  would  like  to  answer  that  one  question  ri^ht 
Miiw.  The  bill  provitles,  conducted  wholly  within  China  and  carried  on  with 
persons  in  China."  Now,  under  that  wordin^j;  it  would  be  perfectly  possible  for 
American  corporations  under  this  act  to  buy  foreign  merchandise  from  a 
foreij^n  a^ent  in  Shanghai.  So  that,  in  feet,  It  would  limit  th^  to  purchasing 
in  the  United  States. 

The  British  may  have  an  iiwnt,  say,  for  Egyptian  cott<»n  at  Shangliai  who  is 
operating  their  Imsiuess  in  China.  They  could  buy  tliat  cotton  from  a  British 
a.ir(M!cy. 

Sc!i:>lnr  r.i;  WDKCKK.  Why  would  it  not.  then,  from  .\  (>ur  i)()int  of  view,  be 
better  lo  strike  out  tiiiit  i>rovision  wliich  .uives  you  nnthority  to  import  from  tlie 
rnit(^d  States  int*»  diinaV  Why  <h>  you  leave  it  in  there?  Wmild  it  not  he 
hetter  \o  say  that  you  can  import  from  any  country  that  you  want  to  and  remove 
the  restriction? 

Mr.  Eldridgk.  Because  it  prevents  those  corporations  operating  under  this  act 
from  engaging  in  direct  trade  with  foreign  countries.  Tn  otiier  words,  it  pre- 
vents Americans  .i;oinir  to  (Miiua  and  incorjun-atinu'  under  this  act  and  conduct- 
injr  most  of  their  trade  directly  with  Great  Britain  and  with  Germany  or  with 

E?r>'pt  or  India. 

Scnjitor  BiiAXDKtJKK.  Then  take  Senator  Walsii's  view  of  it,  that  express  an- 
th<»rity  to  impoit  only  fn»m  the  Ignited  States  excludes  the  powder  to  import 
from  any  other  ciamtry,  does  it  not? 

Mr,  Eldridge.  It  excludes  the  power  to  import  directly  from  any  other  conn- 
try,  and  therefore  it  prohibits  trade  with  any  other  country  under  certain 
limitations  as  compared  with  the  trade  of  the  United  States* 

Senator  BRAKDKfiKK.  That  is  yonr  intention,  is  it? 

Mr.  Eldrtdck.  Tliat  is  the  intention  of  the  law. 

Senator  Kuandkckk.  Wliy  do  yon  not  say,  then,  that  such  corporation  shall 
not  have  anth<»rity  to  import  from  any  other  country  except  the  Un"ted  States, 
niakinir  its  I'luiction  perfectly  clear  and  not  leave  it  to  speculation,  which  is  now 
div'ded  in  this  committee? 

Mr.  Powell.  I  think  I  might  have  something  definite  on  that  I  may  say 
that  I  know  a  little  bit  about  business  conditions  in  China.  Suppose  I  have  a 
Chinese  friend  in  Shan^'hai,  a  younjr  man  who  has  been  educated  in  this  country, 
lie  lias  .irone  back  to  Ch^'na,  He  has  a  little  capital  with  which  he  wants  to  go 
into  business  with  nie.  He  would  put  up  some  money,  and  I  would  put  up  some 
money,  and  we  would  oriraniz(^  an  American  com])any  with  the  idea  of  manu- 
facturinir  cotton  iroods.  I  am  going  to  see  that  that  cotton  macliinery  conies 
from  the  United  States. 

Senator  Bkandegke.  It  is  not  a  Chinese  question  or  a  question  of  how  things 
have  heretofore  been  accomplished  there-  What  I  want  to  know  Is,  what  shall 
we  put  in  this  bill ;  what  do  yon  want  us  to  do;  what  power  do  you  want  this 
corporation  to  have,  and  what  limitation  do  you  want  put  upon  it.  I  want  to 
know  if  the  lan^age  in  the  hill  is  calculated  to  carry  this  intention  into  effect. 

Mr.  Powell.  We  want  a  hill  that  will  put  an  American  company  in  China 
that  will  have  tlie  facilities  for  doing  husiness  on  an  even  hasis  with  an  Eng- 
lish competitor  across  the  street  who  is  competing  with  us,  hecause  if  we  are 
not  out  there  he  is  going  to  have  all  the  trade  and  switch  it  to  England  if  he 
can. 

Senator  Buandjx^ek.  Of  course,  I  understand  that,  and  therefore  you  want 
exemption  from  income  tax.  That  Is  the  specific  thing.  I  can  understand 
that  proposition,  but  I  do  not  understand  what  we  have  just  been  discussing, 
and  I  hope  that  before  the  hearing  is  concluded  some  one  will  be  able  to  pene- 
trate my  brain  on  the  subject^  at  least  so  that  we  may  undersfand  j^acf^^if. 
the  language  in  the  bill. 

Mr.  Dyer.  I  will  ask  Mr.  Lee  to  answer  that  question  for  you.  For  many 
weeks  he  took  notes  at  tlie  committee  hearings  in  the  House. 
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Senator  Brandegek.  You  mean  as  to  what  the  question  is  in  tlie  minds  of 
the  people?  I  think  I  can  understand  the  language  in  the  bill,  and  I  think  I 
can  understnnd  that  then*  is  some  doul)t  as  to  wliat  the*  proper  interpretation 
of  it  is.  What  I  want  to  get  at  is  wlmt  these  people  want  .to  be  autliorized 
to  do. 

STATEMENT  OF  MB.       P.  Z«EE,  ASSISTANT  OBAFT8KAH,  LEGIS- 
LATIVE  DBAFTINO  SEBVICE,  HOIfSE  OF  BEPBESEHTATIVB& 

Mr.  Lee.  Mr.  Chairman,  corporations  as  a  matter  of  law  liave  only  tlie 
powers  expressly  given  to  tlieim.  Other  powers  are  prohibited  to  them.  There- 
fore, as  Senator  Cunnnins  and  Mr.  Eldridge  pointed  <nit,  one  of  tliese  Federal 
corporations  may,  with  certain  exceptions  speeiiied  in  the  bill,  engage  only  iu 

business  in  Cliina. 

Now,  as  to  Senator  Bi-andegee's  point,  the  corporathm  may  not  import 
articles  from  France  to  China,  for  instance;  hut  it  is  not  prevented  from  buying 
French  articles  fi*om  a  French  agent  In  China.  The  Judiciary  Committee  did 
not  want  this  act  to  become  a  ^ise  for  a  Federal  corporation  engaging  in  busi- 
ness principally  in  France,  for  instance,  or  in  the  United  States,  and  yet  the 
commirtoe  did  not  want  to,  nor  could  it  practically,  cut  off  the  corporation  en- 
tirely from  obtaining  French  goods.  So  the  language  of  the  hill  was  intended 
to  permit  the  i)urch:ise  of  French  goods  in  China  from  a  French  agent,  hut  not 
tlu^  importations:  tliat  is,  tlie  purcliase  in  France  of  a  Fi'endi  article  and  the 
bringing  of  it  to  China. 

On  the  otheivhand,  as  to  the  United  States,  tlie  committee  thought,  as  I  under- 
stood it  and  was  instructed,  that  it  was  advisahle  to  ol)serve  a  distuiction  advo- 
cated by  the  Department  of  Commerce,  namely,  to  permit  the  purclmse  of  goods 
in  the  United  States  (that  is,  not  to  have  to  buy  from  the  agent  in  China  of  the 
United  States  firm,  but  make  a  purchase  directly  and  bring  the  goods  to  China) ; 
but  on  the  other  hand  it  was  inadvisable  that  the  corporations  should  be  able  to 
import  into  the  United  States  and  sell  in  the  United  States,  or  rather  export  from 
Cliina  int<»  the  United  States  and  sell  in  the  I'nited  States.  That  husiness  must 
he  done  through  an  a^ent  in  the  United  States  or  throuL^h  a  subsidiary  or  parent 
corporation  incorporated  under  State  law  and  not  under  this  i»r(»posed  act. 

Senator  Rkandegee.  I  thought  section  (h)  limited  you  to  douig  business  in 
China  and  not  in  the  United  States? 

Lee.  Ye&  In  other  words  you  may  not  export  from  China  into  the  United 
States  and  sell  there;  but  paragraph  (1)  of  subdivision  (c)  of  section  4  permits 
you  to  purchase  in  the  United  States  and  transport  to  China  and  selL 

Senator  Bkandegek.  But  yon  have  been  talking  about  exporting  from  Otdna  to 
tlie  United  States.    X<»body  wants  to  do  that,  do  they? 

]\Ir.  Lee.  I  am  also  talking  about  imp<»rting  fr<»m  the  I jiited  States  into  China. 
Take  the  A.  B.  (\  Co.  in  China.  It  may  ])urchase  an  article  in  New  York  and 
take  it  to  Shanghai  and  sell  it  there.  On  the  other  hand,  it  may  not  take  an 
article  orighiating  in  Uhina  and  transport  it  to  New  York  and  sell  it  in  New 
Yorl£,  but  it  may  only  sell  it  in  Shanghai  to  the  agents  of  the  New  York  tirm, 
which  in  turn  will  transport  it  to  New  York. 

Mr.  Bbanoegke.  Do  you  think  under  this  bill  as  it  is  drawn,  an^^  of  these  cor* 
porations  organized  to  do  bu$dne^  In  C3iina  could  export  anything  to  the  United 
States? 

Mr.  Lek.  It  can  export  nothing  to  the  United  States  unless  under  paragrapll 
(3)  of  subdivisioji  (c)  it  has  speciti(*  anth<n-ity  with  the  approval  of  the  Sec- 
retary to  engage  iu  business  in  the  United  States  incidentally  to  its  business  in 
China. 

Senator  Bkandegkk.  Do  you  mean  to  say  that  with  the  approval  of  the  Secre- 
tary of  Commerce  this  corporation  could  export  the  prodncls  of  Chinese  labor 
over  here  and  go  into  that  business? 

Mr«  Lee.  With  the  approval  of  the  Secretary  of  Oonimerce  they  may  do  busi- 
ness in  the  United  States— anything  that  is  necessary  to  the  establishment  and 
conduct  of  any  business  or  enterprise  in  which  it  (that  is,  the  corpwation)  i& 
authorized  to  engage." 

The  Chairman.  I  think  they  can  do  it  witiiout  that  power. 

Sir.  Dykr.  It  is  merely  incidental. 

Senator  Krani)E(jke.  As  I  understand  you,  yon  intend  to  prevent  tliese  com- 
panies starting  to  do  husiness  within  China  ;  yon  intend  to  prevent  them  from  im- 
porting as  companies  themselves  from  any  foreign  count  rv  excei)t  the  United 

States? 
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Sir.  Lke.  That  is  what  I  have  understmMl  the  Judiciary  Connnittoe  intendeil. 

Senator  BRANi>EGEK..<>f  course,  I  can  understand  that  there  is  nothing  in  the 
bill  that  will  prevent  a  ct>ri)oi'at'on  in  China  from  buyha«:  stuff  in  China  that 
soniehofly  else  tht  re  \\()ul(l  imi>ort  into  China.  Where  an  agent  of  a  foreign 
Of>untry  brought  stufT  tlierts  there  is  nothinjj  in  the  bill  iliat  wouhl  pivnent  thi« 
rorjir.rntini)  lH;yin.u  \  h:\\  ^tw'T  i*r  iVoni  nuikiT'irn  contract  with  somebody  that  the 
other  i\»IIu\v  slicuM  t  >tuft'  into  China  

Mr.  T J  K.  Yps.  sir:  piecisoly. 

S<Mtalt>r  BuAM^KiiLK.  Tiuii  would  be  iiUher  whipping  llio  (li.*vU  around  tho 
stump. 

Scnati  r  WAi.sfi  of  Montana.  Whether  you  have  0xpre^^sc<!  it  ;  <vui  atcly  or  not, 
it  wa^t  voxlr  nurpt>se  to  limit  t^e  importing:  business  to  Imjlorts  from  the  United 
States? 

Mr.  Lek.  Yes,  sir;  that  is  the  purpose  the  language  of  the  bill  is  intended  to  ^ 
earry  out. 

Sonatoi-  A\'Ai.sn  of  ^.lontunn.  As  to  goods  from  any  other  place,  tiioy  nni^t  buy, 
if  11.  y  ^uv  tiioii'  :W  all.  t'rioii  somebody  in  Cliina,  and  can  not  buy  in  the  otlier 
countries        ]ivwi:  them  in? 

Mr.  1a:k.  Yc^,  sii'. 

S»-it;tior  KK.  Whs^t  do  you  think  there  is  gained  from  lotting  them  pur- 

chase Eii^ilish  luudo  .^oods  from  an  English  sell'ng  agent  but  not  letting  them 
imp^ni:  direct  from  Great  Britain?  As  a  matter  of  fact,  wliat  is  the  difference? 
The  money  of  this  corporation  goes  to  the  British  producer  just  the  same,  does 
it  not :  and  American  sroods  are  not  used,  but  the  Brittsh  iroods  are? 

Mr.  Lee.  As  a  (ir  Mfsmtin,  I  am  not  qualiiied  to  rmswer  that  question  of  policy, 
Senator:  t^xi-ej-t  tii:>t  T  rnn  say  !t  is  i;brlfms  froin  the  p]"(^v!si<Mis  c:"  tl:c  Iv.ll  that 
sucli  a  rt'Striction  opvi'ntos  more  etTectively  to  limit  the  tax  exemption  and  the 
pr*»t^V'tif'n  of  Ihr  fhi-jr  to  business  in  Chinn. 

Tlu'  ^'TT  ^iiiMAN.  yU'.  T,ee.  is  it  your  opinion  th;Jt  if  a  coal  company,  miniui: 
coal,  was  orjranizcd  luider  this  bill,  that  it  could  not  sell  that  coal  in  Japan? 

Mr.  Lke.  The  company  ^-^luld  not,  for  the  coal  would  tlien  be  sold  in  Japan  to 
the  Japanese. 

The  Chairman.  I  am  puttin«:  the  question,  thougrh,  in  tho  v.r\y  T  tldnk  it 
appears  to  mo.  Japnn  wants  coal.  Do  you  mean  that  it  could  not  sell  the  coal 
that  it  nnnes  in  Japan  to  <  ^tizcns  of  Japan? 

:dr.  Li.i;.  It  <*oul<?  sell  it  in  C\\  n-  t  >  n  JiiTianese  :i.ut  nt. 

Tl!    ^ '::AnI.M.^^.  Tbui  yon  make  a  <listiia'ii(;n  hotvw'OM  ti'.rrt^-in'j:  to  deliver  it 
in  and  i:oli\»M  i!  •  it  U;  yt-vAC  a^ent  of  the  Japane?;e  in  Chui;!? 

M)\  Lnr.  TlnM  is  tlic  d'stinction. 

The  ('HA  I  KM  AX.  I  do  not  think  there  is  any  distinction. 

Mr.  Lee.  Mr.  ('hairman,  I  believe  this  should  be  kept  in  mind,  if  I  nmy 
sugf^est  it.  The  Judieiar>'  Committee  of  the  House,  as  I  understood  it,  was  de- 
::irmis  that  the  bill  should  not  be  used  as  a  jarulse  by  enga^ng  in  a  little  business 
Jn  Ohina  and  then  .troin,ir  abroad  in  another  country  and  enjxajErin^r  In  a  irre:U 
deal  of  business  and  obtaining  the  benetits  of  the  net  in  respect  to  it.  For  that 
reason  they  tried  to  ninke  a  distin(ti<ai  between  sale  for  delivery  in  China 
and  deiiviry  in  Jai»an  and  s:ih»  there. 

May  I  niakt*  one  more  statement  with  respect  to  Senator  Bi-andoLrt^e's  p<»int. 
If  ynii  allow  tho  coinpany  to  purchase  jjoods  in  the  United  States,  it  thereby 
will  avr.id  a  certain  connnission  that  it  would  have  to  pay,  I  supj>ose,  if  it  pur- 
thaseil  those  jroods  from  brokers  or  throufSi  an  agency  in  China,  and  could 
have  that  profit  for  its  own  business  instead  of  having  to  give  it  to  some  one 
else. 

Senator  BaAMMonKE.  As  it  seems  to  me  this  section  h- su^-h  corporation  may  \ 
engage  in  a.ny  taisine^s  <»r  enter?»riso  conduftoH  wiiolly  within  (Miina  and  <'ar- 
ried  on  with  persons  in  China  " — would  jiernut  tlu-ni  to  sell  any  lonM^MU'r  who 
happened  to  be  in  China,  ami  that  f(»rei.ua)er  couhl  exi>oi't  it  all  ovt  r  tlie  w(»rld. 
T  can  not  so**  that  there  is  any  other  construction  to  he  placed  on  that  hiuKHiiP'. 
The  business  was  within  Thina,  the  business  of  ti-julc  or  purchase  and  sale  \ras'  I 
made  wholly  within  Ohina  ;  the  people  are  right  there.  ' 

Mr,  Lee.  That  is  entirely  correct. 

Senator  Brandeg^.  Very  well!   Then  this  corporation  can  export  really  Its 
proclucts  all  over  the  world. 

Mr.  Lkk.  Yes,  sir:  Init  only  U\  the  sense  that  you  have  just  stated. 

Sen.ator  Walsh  of  Montaim.  That  is,  pn»vided  it  can  lind  somebody  in  Thina 
to  sell  theni  t<».  T  want  to  iufpiire  of  Mr.  I>ee  about  tlnU.  This  hiw  was  ap- 
parently not  intended  to  iternut  a  contoration  to  engage  in  any  export  business 
there  to  tlie  United  States  or  to  any  other  country? 
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Mr.  Lee.  That  is  correct.  Of  course,  the  Federal  corporation  may  have  a 
parent  or  subsidiary  corp(»ration  formed  under  some  State  or  foreign  law  or 
an  agent  which  Avill  take  the  goods  off  its  hands  in  China  and  tiud  the  market 
for  them  in  the  United  States  or  abroad. 

^iitxyr  Wawh  of  Montana.  Tbm  I  want  to  ask  Mr.  Powell  this:  Apparently, 
tSrte  cbrpo*fttlon  has  no  power  whaterar  to  export  anything.  • 

Jlr.  Powell.  As  a  corporation. 

Senator  Walsh  of  Montana.  If  it  finds  some  foreigner,  either  individually, 

or  a  representative  of  some  foreign  firm  to  which  it  can  sell  any  Chinese  prod- 
ucts in  China,  all  well  and  good,  but  he  can  not  go  out  into  the  United  States 
or  anywhere  else  and  establish  a  market  for  Chinese  goods  and  ship  those 
Chinese  goods.  Now,  of  course,  everybody  recognizes  that  China  can  not  pay 
for  everything  it  buys  in  gold  nor  in  securities.  It  has  to  pay  in  goods.  Now. 
is  it  possible,  as  a  commercial  proposition,  for  a  company  to  establish  itself 
In  China  melrely  as  a  lulling  company,  and  not  take  at  all  in  exchange  Chinese 
goods  wMeh  it  can  dispose  of  throughout  the  world?  « 

Mr.  Powell.  It  would  dispose  of  those  goods  there  to  the  ag^t  in  ShanghaL 
This  firm  might,  for  example,  buy  Chinese  raw  silk.  Raw  silk  is  comii^  to 
America — I  think  we  buy  about  forty  or  fifty  million  dollars  worth  a  year. 

Senator  Walsh  of  Montana.  Exactly,  it  can  buy  an  enormous  quantity  of 
raw  silk,  but  what  will  it  do  with  that  raw  silk  when  it  has  it? 

Mr.  Pom  ELL.  It  will  have  to  sell  it  to  somebody  who  can  bring  it  into  the 
United  States. 

Saiator  .WaIiSH  of  Montana.  But  they  would  have  to  sell  it  to  somebody  in 
Ohlna? 
ifr.  PowKtL.  Yes,  air. 

Senator  Wamh  of  Montana.  You  can  not  sell  it  to  anybody  In  the  United 
States— that  is,  export  it  to  the  United  States? 

Mr.  PowKLL.  No,  sir;  but  you  mig:ht  have  a  representative  of  an  American 
firm  in  China  who  would  buy  it  from  this  firm,  but  he  might  not  do  that;  he 
might  go  out  and  buy  on  his  own. 

Senator  Walsh  of  Montana,  That  is  compensation.  If  the  New  York  firm 
has  an  agent  in  Canton  or  Shanghai,  that  agent  will  not  buy  from  you ;  he  will 
go  and  buy  directly  from  tfie  manufocturers  from  whom  you  get  it 

Mr.  PowEcx.  Yes,  sir ;  exc^t  that  this  firm  if  it  was  in  that  business  would 
have  iMTobably  greater  facilities  for  buying  because  buying  is  a  very  difficult 
process  out  there;  mat^als  have  to  be  collected  from  thousands  of  small 
sources. 

Senator  Walsh  of  :Montana.  Do  you  think  it  is  an  inviting  commercial  or 
financial  proposition— inviting  to  Chinese  capital— to  put  their  money  into  a 
corporation  tliat  has  no  power  to  buy  Chinese  goods  and  export  themV 

Mr,  Powell.  No,  sir ;  I  can  not  see  that  it  is. 

S^ator  Walsh  of  Montana.  I  can  speak  from  our  own  experience  in  the 
W^rt^— corporations  engaged  in  buying  wheat  and  grain.  A  farmer  has  got  to 
buy  coal,  for  iiwtance,  witti  the  money  that  he  gets  from  the  same  company 
that  buys  his  grain  and  sells  him  his  coid,  and  if  you  restrict  that  corporation 
to  buying  grain  alone,  you  would  practically  take  away  half  of  the  business. 

Mr.  Eldridge.  The  exports  from  China  to  the  United  States  are  about  100  per 
cent  greater  than  the  imports  of  the  United  States  into  China,  and  have  always 
been;  in  other  words,  the  balance  of  trade  from  China  to  the  United  States  is 
favorable  to  China. 

Now,  this  bill  will  encourage  the  more  equal  balance  of  trade  in  that  respect. 
It  will  encourage  imports  of  American  goods  into  China.  The  export  of  Chi- 
nese goods  is  a  highly  centralized  proposition  at  the  present  time,  in  Uirge 
buying  agencies  establiiAed  in  China.  For  taistanee,  the  export  of  raw  silk  is 
in  the  hands  of  a  f6w  large  e:q[>orters  of  raw  silk  who  are  primarily  agents  for 
Amencan-silk  manufacturers.  So  ttie  intent  and  purpose  is  that  trade  win 
probably  be  handleil  in  the  same  way.  It  is  more  economical  that  it  should  be 
handled  through  these  combinations  of  manufacturers  who  have  their  repre- 
sentatives in  China.  It  is  the  same  with  respect  to  (Mdncse-oil  seeds  and  Chi- 
nese hides.  They  are  all  sold  there  by  strong  combinations  of  importers.  The 
import  business  is  nmch  more  difficult  to  carry  on  in  China  than  the  export 
business. 

Samator  Walsh  of  Montana.  I  can  appreciate  very  easily  that  we  would  like 
to  do  something  to  help  our  export  business  with  China ;  that  is  important,  the 
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import  business  to  that  country,  but  what  do  you  think  as  a  commercial  propo- 
sition of  setting  up  a  company  there  that  would  have  the  right  to  sell  things 
to  China  but  provide  no  anthority  wbatever  to  buy  from  them  In  such  way  that 
they  could  sdl  what  they  buy? 

Mr.  Eldbidge.  To  all  practical  purposes  th^  would  have  to  sell  tbe  com- 
modities that  they  bought' from  the  Chinese  through  the  buying  agencies  of  ttie 
foreign  users  in  Shanghai.  That  is  the  way  the  business  is  conducted  at  the 
present  time,  and  that  is  the  way  it  will  probably  be  continued,  because,  as  I 
pointed  out,  it  is  more  economical  for  manufacturers  here  to  centralize  their 
buying  in  China  than  to  buy  from  four  or  five  corporations  which  would  be 
organized  under  this  act.  Shipments  can  be  combined.  When  a  sale  of  goods 
is  shipped  it  is  shipped  in  shipload  lots. 

Senator  Wajlsh  of  Montana.  Tell  us  what  in  your  judgment  would  be  the 
course  of  the  transaction.  Here  is  an  Am^can  corporation.  It  is,  we  will  say, 
imparting  goods  from  the  United  States  for  sale  to  the  Chinese.  Now,  the 
Qt^ese  have  got  some  goods  which  they  want  to  seU  practically  in  exdiange  for 
th^.  Now,  just  what  would  be  the  business  transaction? 

Mr.  Eldridge.  This  corporation  would  import  machinery.  Of  course,  here 
enters  the  peculiar  silver  situation.  A  practical  exchange  of  commodities  does 
not  take  place  in  China  because  of  the  fact  that  silver  enters  into  it.  China 
is  on  a  silver  basis  and  we  are  on  a  gold  basis;  so  all  of  those  transactions  have 
to  be  carried  on  tli  rough  banks  who,  in  effect,  watch  those  sales.  For  instance,  if 
a  man  is  importing  piece  goods  into  China,  he  sells  silver  ahead  in  order  to 
protect  himself  when  those  goods  arrive.  If  he  is  selUng  copper  or  s^ng 
oil  seeds  he  buys  silver  ahead  in  order  that  he  may  pay  for  those  oil  seeds 
wh^  they  are  delivered  in  China.  So,  as  a  matter  of  fact,  the  bank  Is  doing 
the  actual  exchange  which  you  spoke  of.  The  large  banks  out  there  are  not 
commercial  banking  organizations  in  any  sense.  They  are  merely  exchange 
institutions.  They  are  organized  for  a  purpose  and  the  purpose  is  to  facilitate 
this  exchange  between  the  export  of  Chinese  products  bought  on  a  silver  basis 
and  the  import  of  foreign  products  bought  on  a  gold  basis. 

Senator  Walsh  of  Montana.  Now,  the  American  corporation  out  there  that 
organizes  under  one  of  tlie  State  laws  is  under  none  of  those  restrictions  at  all. 
It  can  buy  anywhere  it  sees  fit  to  buy,  in  the  United  States  or  anywhere  else.  It 
can  es^rt  or  import 

Mr.  Eldridge.  Theoretically  it  is  not,  but  practically  it  is. 

Senator  Walsh  of  Montana.  Why  theoretically? 

IVIr.  Eldrtdge.  Theoretically,  they  could.  A  corporation  could  go  in  and  buy 
Gliinese  products  in  exchange  for  American  goods  which  they  sell  in  China. 
The  Standard  (V).  has  tried  that.  The  Standard  Oil  Co.  formerly  thought 
they  \ven»  selling  s<»  much  petntleum  in  riiiiia  that  they  could  bring  (Chinese 
I)ro(lm'ts  from  the  interior  to  prevent  tliat  enormous  transiiortation  of  silver 
from  the  interior  points  where  they  have  sohl  petroleum  to  prevent  bringing 
sflyer  to  Shanghai  and  putting  it  to  their  credit  there  in  the  foreign  Imnkd. 
When  they  tried  to  work  that  out  practically  they  found  that  the  peculiar  trade 
situation  in  China  is  such  that  each  commodity  is  handled  by  a  guild*  There  is 
an  oil-seed  guild,  a  hides  guild,  and  a  guild  for  every  commodity,  and  it  is 
almost  impossible  to  collect  those  commodities  in  the  interior  and  engage  in  a 
bona  tide  import  and  export  ])usiness.  So  the  Standai'd  Oil  Co.,  an  enormous 
company  of  that  kind,  was  unable  to  break  down  this  practical  objection. 

The  CHATinfAx.  It  seems  to  me  that  what  you  have  in  mind  is  really  a  cor- 
porati<»n  organized  to  sell  the  hnished  product. 

Mr.  Eldridgk.  Yes,  sir. 

The  Chairman.  In  China.  But  the  bill  is  not  limited  to  anything  of  that 
kind. 

Mr.  Dyer.  They  wanted  it  broad  enough  to  cover  anything  that  they  can 
get — develop  the  industries;  for  instance,  the  development  of  the  electric  light 
and  power  plants  and  operating  mills  and  things  of  that  kind*  Of  coarse,  the 
machinery  had  to  come  from  the  United  States. 

The  Chatkman.  But  what  I  am  trying  to  find  out  is  whether  it  is  in  the  in- 
terests of  American  trade  or  shnplv  in  the  interests  of  American  capital.  If  we 
can  lawfully  do  it,  I  will  be  very  glad  to  have  American  capital  go  to  China  and 
engage  in  business  and  be  protected  as  fully  as  we  can  protect  it.  That  is  in  the 
interests  of  just  American  business.  But  when  we  organize  a  corporation  ovet 
there  for  the  purpose  of  putting  up  electric  light  plants  and  building  railroads 
and  establishing  banks  and  evetything  of  that  kind,  then  we  have  ^tered  npon 
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a  very  different  field  and  a  much  more  diflicult  field  to  proi>erly  cover  it  iind  put 
it  into  a  law  than  a  mere  selling:  agent. 

Mr.  P^i.DKTOGK.  But  in  (Uiina  the  sale  of  machinery  i<  ,U*i'^^iid»M»t  np<ui  the  com- 
panv  or  the  nation  which  furnishes  the  capital.  Tlierc  is  a  very  lar^-e  amount 
of  ("apital  unmobilized  in  Chum.  If  tliey  want  to  build  an  electric-light  plant, 
the  usual  \a  ay  is  to  go  to  the  American  manufacturer  of  hydroelectric  machinery 
and  say,  "  If  you  will  give  us  51  per  cent,  or  if  you  will  take  over  the  corporati<Mi 
at  51  per  cent  and  fumiefli  us  with  the  machinery,  we  will  put  up  49  per  cent  of 
the  working  ca^taL"  In  that  way  American  machinery  is  sold.  So.  while  it 
seems  to  be  the  investment  of  American  capital  in  China,  practically  it  is  the  sale 
of  American  machinery  in  Cliina. 

There  is  just  another  i^oint  while  we  are  on  that,  and  tiiat  is  that  the  Brit- 
ish agencies  for  American  uoods  are  now  handicaiii>in^  the  Ainerican  trade 
in  China.  We  have  not  'Miouirh  American  ajxeiu-ies  in  (Miina.  Although  the 
numhers  liave  increased  from  48  to  815,  still  there  are  a  numher  of  lines  of 
American  manufacturer's  that  can  not  get  exclusive  agencies  for  American  firms 
to  represent  them  in  China.  I  am  in  daily  receipt"  of  requests  for  nanves  of 
rentable  American  concerns,  and  I  can  only  famish  a  limited  list  because  of 
the  handicaps  under  which  American  firms  are  operating  in  China  ^or  the  sale  of 
American  goods. 

Tlie  ('HAIRMAN.  Take  the  particular  case  of  the  pnttimr  up  of  an  electri<'  liirht 
plant.  Those  who  sell  this  machinery  of  course  take  their  i)rotit  out  of  \\\o  sale, 
and  that  is  the  end  of  it.  But  this  corporation  engages  in  the  oj,)eratiou  of  tlie 
electric  light  i^lant  for  a  hundred  years. 

Mr.  Ekuiudok.  They  make  an  enormous  profit  on  the  accessorie^s  .and  the  re- 
pair parts  for  every  year  after  that, 

•  The  Chaikmaj!^.  They  ought  not  to  make  any  greater  profit  than  is  reasonable 
in  the  sale  of  the  property  to  an  independent  coiiwration.  Tlx*  corp<»ration  is  to 
manage  and  <^rate  the  plant,  and  they  cMrge  somebody  in  China  for  the 
service. 

]\lr.  Dyku.  .That  is  where  Oreat  Britain  trots  in.  Th<»  yx^ople  ico  iu  with  them 
and  form  these  companies,  and  slic  continues  to  sell  those  parts  of  this  machin- 
ery at  enormous  profits  because  she  has  no  competition. 

The  (UiAnm AN.  That  is  ])retty  hard  on  the  people  of  <'h  uaV 

ilr.  Dyer.  Yes,  sir;  this  legislation  is  intended  to  help  the  Chinese  as  much 
as  the  Americans,  if  not  more.  They  are  our  best  friends,  and  thej  trust  us 
and  like  to  do  business  with  us,  and  we  are  handicapped  because  of  the  condi- 
tions I  have  mentioned. 

The  Chairman.  They  want  to  sell  the  stuff  to  them.  The  have  put  their 
money  into  it.  Now  their  safety  depends  on  the  successful  operation  of  these 
electric  light  i>lants. 

Mr.  Dykk.  Yes,  sir. 

The  (^HAiuMAx.  And  yet  in  the  very  same  breath  :t  is  suggested  that  the 
American  comininy,  whicii  sells  the  nmchinery  at  a  hi.nh  price,  could  sell  the 
parts  at  a  high  price  and  make  an  immense  pr^t  out  of  that? 

Mr.  ELDBinos.  I  meant  only  comparatively;  that  the  profit  would  be  large  as 
compared  with  the  initial  profit  on  the  sale— the  profit  on  the  exti  nsion  of  addi- 
tional machinery.  Suppose  they  put  up  a  single  unit  (»f  an  electric  light  plant 
requiring  only  a  single  unit,  yet  it  may  he  tliat  tlu>  company  may  he  sui  <vssful 
and  wants  to  extend  that.  N:itnrally  the  company,  if  a  maj*»rity  American 
<wnc(K  the  diretcors  will  all  of  them  vole  to  huy  that  machinery  in  the  United 

States.  ,  ,   ^  ^ 

The  Chairman.  And  in  all  probability  the  capital  stodc  will  be  held  by  friends 
that  make  those  things  in  this  company,  and  the  American  capitalist  will  be 
protected  out  of  the  profit  he  makes  out  of  tiie  sale,  whereas  the  Ohinese  capi- 
talist will  have  no  protection  at  all. 

Mr.  Eldridge.  He  will  make  his  profit  on  the  49  per  cent  holdinjrs. 

Mr.  Dyeb.  Yes;  they  operate  the  plant  entirely  with  Chinese.  After  it  is 
mce  put  up  they  take  hold  of  these  plants  with  managers  and  superintendents 
and  lahorers,  and  they  work  very  sueceefully. 

Mr.  Chairman,  I  will  now  introduce  Mr.  Dodson. 

STATEMENT  OF  AIR.  W.  ».  B.  B0D80N,  HANAOm  OF  THK  CHAMBER  OF  COMMEBCB  OF 

TOBTLAin),  GBBSG. 

Mr.  DoDSON.  Mr.  Chairman,  I  have  sprat  about  five  years  in  the  Orient  and 
for  15  years  I  have  been  in  contact  with  our  commercial  interests  that  are 
dealing  with  the  Qri«at  The  i^roblem  that  you  are  touching  here  is  the  vital 
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one.  If  there  is  a  cotton  mill  going  to  be  erected  the  gentry  of  the  district  get 
together  and  send  their  representatives  dOAvn  to  Shanghai  and  other  financial 
centers.  They  raise  probably  one-third  ol  the  capital  that  is  needed  for  that 
enterprise  among  themselves.  They  then  come  to  the  foreign  company— the 
Clnnnman,  whenever  he  can  possibly  do  so,  avoids  putting  his  money  Into  a 
concern  that  is  subject  to  the  control  of  his  own  Government,  because  of  the 
squeeze  system  tliat  jtrevails,  whicli  is:  inflicted  on  them  hv  the  officials.  So 
he  seeks,  with  all  modern  development  wherever  it  is  practicable,  a  foreign 
company.  He  conies  to  Shanghai  with  one-third  of  his  capital,  whicli  is  about 
the  fair  percentage  for  many  different  kinds  of  enterprises.  He  asks  the  for- 
eign company  to  provide  another  one-third  of  the  capital.  With  that  two  thirds 
raised  th^  organize  that  company.  They  sell  then  another  one-third  on  the 
public  market,  you  might  say,  the  stock  market. 

Now,  to  carry  that  instance  out  for.  say,  a  cotton  mill,  they  go  to  a  British 
coujpany  and  the  British  company  is  named  as  manrfging  ag^t  of  the  com- 
pany.  The  British  company  in  the  first  i)lace  hires  the  engineer  or  architect 
that  designs  the  plant.  Tliis  condition  is  absolutely  fixed,  and  unless  there  is  an 
extraordinary  margin  of  difference  in  the  price,  it  is  to  be  a  British  business 
Therefore  the  company  places  these  men  in  charge,  and  thev  fix  specifications 
for  spinning  and  weaving  machinery.  That  is  providetl  for  by  the  British 
financing  inter^ts.  All  supplies,  all"  extensions,  and  all  materials  in  building, 
and  everything  else  that  can  possibly  be  bought  at  even  approximately  equal 
price  is  put,  through  that  intense  national  spirit,  into  British  hands:  I  went  to 
the  Ewo  Cotton  Spinning  Co.,  of  Shangh^  about  13  years  ago  and  tried  to  seU 
them  some  American  belting.  It  was  a  British-controlled  comj^ny.  I  offered 
a  price  that  was  10  per  cent  nnder  the  best  belting  price  of  British  make  of. 
the  same  grade  that  was  l)eing  offered.  They  wonld  not  consider  it.  They  would 
not  consider  American  belting,  whicl»  was  in  the  hands  of  other  nationals 
There  is  an  intense  nationalism  there  in  which  the  exact  lines  of  competitive 
trade  are  not  always  observed. 

Some  of  the  people  in  Portland,  Oreg.,  whom  I  represent,  are  now  engaged 
in  hnsiness  In  China.  We  made  an  otter,  for  instance,  to  a  large  oil-consum- 
nitr  c  ompany  of  this  country  to  connect  up  as  buying  agents  on  the  other  side 
W  e  liave  a  company  there,  or  did  have  a  cmnpany  that  was  organized  under 
tlie  Hongkong  ordinance.  The  order  in  council  last  year  destroyed  the  power 
of  Americans  to  manage  that,  although  we  had  over  two-thirds  of  the  capitoL 
The  British  order  in  council  destroyed  that.  As  soon  as  this  lat^e  oil-import- 
ing coini)aiiy  found  out  the  (Mtiidition  tluit  our  company  was  in  there — that 
we  did  not  have  an  American  compiiny,  hut  had  this  investment  there  jointly 
with  the  British,  that  it  had  such  instability,  they  refused  to  deal  with  us, 
although  this  company  of  ours  is  going  ahead  in  a  great  manv  different  dis- 
tricts of  China  pr^aring  to  get  into  the  field  near  the  source  of  production. 

Our  situation  is  as  follows:  We  have  ship  lines  to  China  and  are  loading 
these  ships  with  our  commodities.  We  have  no  particular  trouble  with  that, 
except  we  must  have  an  intense  selling  organization  on  ttiat  side.  Now,  we 
are  after  return  cargo.  For  instance,  a  British  or  Japanese  company  controls 
vegetahle  oil.  A  Britisli  (^ompany  is  going  to  hold  its  oil  products  and  other 
exjMU'ts  for  British  ships.  Tlie  Japanese  c(»mpany,  under  Japanese  control,  will 
hold  its  products  that  it  is  selling  for  Japanese  ships  and  our  company  can  not 
get  them. 

We  have  found  it  absolutely  necessary,  in  the  tirst  place,  to  halance  the  cargo 
movement  to  and  from  the  Orient  To  do  this  properly  we  are  seeking  to  get 
into  China  and  go  after  the  business  there,  to  get  in  as  far  as  it  is  possible, 
even  further  than  the  Japanese  or  British  or  other  nationals.  Immediately 
w'9  undertake  to  do  that  we  face  the  necessity  of  associated  capital  with  the 
(Miiiiese.  The  Ohinese  naturally  and  properly  want  to  have  a  big  hand  in  their 
busMiess.  They  should  have.  They  want  to  invest  witli  coinpan-es  that  are 
going  to  develop  their  own  industries,  such  as  the  cotton  spinnimr.  power 
plants,  silk  tilatures,  mills,  and  all  those  other  industries  that  are  helns:  de- 
veloped. They  want  a  part  of  it  and  they  are  entitled  to  it.  When  their  Gov- 
ernment ultimately  gets  in  stable  form  so  that  they  can  invest  their  money 
under  the'r  own  laws,  no  doubt  they  will  do  away  with  the  extraterritorial 
conditions  that  now  prevail  and  will  operate  in  Ohina  by  themselves.  It  is 
the.r  right.  America  wUl  then  join  in  giving  them  that  right.  But  now  it 
has  to  he  a  foreign  company  there,  with  foreign  capital,  with  which  is  asso- 
ciated the  Chinese,  to  give  the  Chinaman  protection  and  prevent  his  Govern- 
ment officials  from  imposing  upon  him.   As  soon  as  we  get  companies  tbere 
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developed  into  strong  stable  business,  that  wlU  ultimately  enable  us  to  get  our 
share  of  the  Chinese  Joint  investment  and  business. 

Apparently  the  theory  that  animate<l  the  Judiciary  Committee  was  to  limit 
the  companies  organized  in  China  to  buying  solely  in  this  country.  The 

British-Chinese  companies  deal  in  all  commodities  in  every  direction.  They  are 
organized  to  operate  in  China  and  they  deal  in  all  merchandise  in  all  directions, 
hut  the  British  do  not  suffer  from  that  privilege,  for  the  reason  that  tiiey 
throw  all  possible  business  to  their  own  nationals, 

I  will  ^ve  you  another  instance  in  which  I  myself  tried  to  negotiate  the 
sale  of  goods  for  my  people.  The  British  had  a  railway  concession  from 
Shanghai  to  Nankin.  We  tried  to  have  the  ties  bought  of  the  Pacific  Export 
Lumber  Co..  of  my  State.  I  was  authorized  to  submit  a  bid,  and  submitted 
a  bid  of  67  cents  per  tie  for  creosoted  Douglas  fir  ties,  guaranteed  for  10 
years.  The  British  engineer  laughed  at  us.  He  said  he  was  going  to  buy 
Australian  jarawood  ties,  for  whicli  he  paid  $2.7o,  guaranteed  for  20  yeai"s, 
because  these  ties  were  provided  by  a  British  colony  and  were  oft'ereU  by  a 
Brit ish  compa ny . 

Ours  was  the  best  tie  for  the  money.  It  may  he  wrong  to  the  Chinese,  who 
grant  the  concession,  but  it  is  the  way  they  are  doing  business.  When  they 
get  a  contract  under  a  Government  concession*  or  any  of  these  jointly  invested 
Industrial  enterprises  there,  the  business  then  goes  to  that  national  if  It  can 
possibly  be  sent  there.  In  my  opinion,  yon  should  throw  this  business  f&t 
American  companies  absolutely  wide  open  to  the  trade  of  the  world,  except 
that  you  sliould  not  let  the  American  companies  with  American  or  joint 
Chinese  capital  use  it  as  a  subterfuge  to  organize  iu  the  Orient  aiul  then 
go  and  comj^ete  with  their  own  business  at  home.  If  you  open  it  up,  the 
intense  nationalism  that  prevails  there  would  load  your  shir»s  both  ways  and 
get  the  cargoes  on  your  ships,  not  the  other  fellow's,  get  the  business  into  our 
banks,  and  get  our  share  of  the  export  and  Import  trade  generally.  That  In- 
tense nationalism  is  going  to  be  a  protection  for  American  business  whenevw 
our  companies  are  able  to  organize  in  China  on  an  equal  basis  with  the  BritieAi 
and  other  nationalities. 

The  CHAiR^rAN.  Will  you  allow  me  to  ask  you  a  <iuestion  there?  T  do  not 
laiow  anything  about  the  Chinese  law.  Supimse  one  of  these  big  companies 
wanted  to  build  a  street-car  system  or  an  electric-li^^ht  i>lant  in  Pekin.  It 
would  have  to  get  some  authority  from  the  Chinese  Covprnmeut,  would  it  not? 

Mr.  DoDSON.  Yes,  sir;  that  would  he  a  city  or  provincial  ov  imperial  conces- 
sion. 

The  Ghaibman.  And,  then,  when  it  came  to  the  charges  that  the  street  car 
company  may  make  for  its  service,  who  would  determine  that? 
Mr.  DoDSON.  Do  you  mean  regulate  the  charges  for  service,  or  purdiasing  of 

supplies? 

The  Chairman.  I  am  referring  to  the  charge  for  service. 
Mr.  DopsoJ?^.  I  do  not  think  they  have  auy  regulations  over  there  regarding 
that 

The  Chaiumax.  But  suppose  they  wanted  to  do  that;  they  may  some  time. 

Mr.  DoDsoN.  If  the  Government  grants  the  concession  the  regulatory  powers 
would  rest  with  the  Government,  or  with  the  provincial  power  that  granted 
the  concession. 

The  Chairman.  When  you  have  a  service  of  that  kind,  I  suppose  the  corpo- 
ration oi>erating  it  wants  to  do  it  as  economically  as  possible  so  that  the  stock- 
holders of  that  corporation,  entirely  distinguished  from  those  who  sell  goods  to 
the  corporation  slmll  get  the  uiost  ju-otit? 

^Ir.  DoDSON.  They  do  not  do  it  that  way.  When  they  l>uilt  tlie  Sliaiighal 
tramway  I  was  in  Shanghai.  An  American  street  railway  car  builder  aski^l 
for  the  opportunity  to  bid,  but  the  financing  had  been  done  through  British 
capital,  through  British  banks,  and  we  did  not  get  a  chance  to  bid  on  anything 
except  possibly  the  copper  for  the  trolley  line. 

The  Ohaibhan.  Of  course,  I  know  that  there  is  no  such  thought  in  your 
mind  as  exploiting  the  Chinese  for  the  benefit  of  the  rest  of  the  world.  Tb^ 
would  be  an  immorality  in  that  transaction. 

Senator  Brandegee.  In  answer  to  Senator  Cummins*s  question,  you  say  they 
do  not  do  it  in  that  way? 

Mr.  DoDSON.  No.  sir:  except  in  a  limited  measure. 

Senator  Bkandegee.  ]Maybe  they  have  not  in  the  past;  but,  as  Senator  <'um- 
mlns  says,  when  one  of  these  corporations,  to  be  formed  under  this  act,  requires 
a  large  amount  of  material  to  effectuate  its  purpose  and  the  duty  of  its  direc- 
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tors  ami  its  stockliolders  is  to  get  that  material  where  they  can  j^et  it  tlie 
cheapest,  what  is  tliere  to  guarantee  that  they  will  violate  their  duty  ami 
will  l)e  <tvereoiut^  by  this  intense  nationalism,  that  you  think  will  jrnide  them 
to  bnyin*:  from  America,  instead  of  some  other  country  where  they  cau  bu>' 
more  advanta^reoiisly  ? 

Mr.  DoDsox,  Tlie  only  assurance  that  we  have  is  what  they  have  dotie  in  the 
past.  Tliey  have  done  it  iu  tlie  past.  In  tlie  tie  case,  that  I  spoke  of — whicli  is 
not  uncommoD — ^iu  tliat  ease  they  gave  a  contract  to  Australia  because  it  was 
a  British  Province. 

Senator  Braxdegee.  I  am  not  disputing  the  fact  that  the  British  have  don© 

it :  i)nt  I  am  askinjr  yoiv  what  is  to  guarantee  that  the  Americans  will  adopt 
the  British  metiiod  and  try  to  throw  the  trade  to  their  'country  instead  of  try- 
injr  to  throw  the  profits  to  their  stockholders? 

Mr.  DoDSON.  As  a  matter  of  fact,  in  the  last  analysis,  when  you  get  down 
to  the  hard  competitive  trade  of  the  future,  there  is  not  going  to  be  the 
greatest  margin  of  price  difference  in  the  commodities  offered  to  China. 

Senator  Bkaindegee.  But  there  will  always  be  a  question  of  which  market 
It  is  more  desirable  to  purchase  in,  of  course. 

Mr.  DcHMSON.  There  is  always  a  variation  in 'that 

Senator  Bbandechce.  Sellers  all  over  the  world  to-day  are  trying  to  ^t  trade 

for  their  connections  and  their  firms  by  pretending  or  claiming  ttoit  th^ 
can  give  tiie  best  service  and  furnish  the  best  goods  for  the  least  money. 

Tlie  Chairman.  You  have  just  explained  a  case  wbere  th^  were  buying  tie& 

Mr.  DoDSON.  Yes,  sir. 

The  Chairman,  Who  has  to  pay  that  excessive  price? 

Mr.  DoDsoN.  The  Chinese  have  to  pay — the  passengers  and  freight  for- 
warders on  the  Chinese  railway  ultimately  have  to  pay  for  it. 

The  Chaibman.  If  this  were  confined  to  protecting  our  people  over  there 
In  selling  American  prodacte,  it  would  appeal  to  me  very  strongly,  and  that 
Is  reaUy  wbat  you  want  You  people  wbo  are  interested  in  it  are  int^%sted 
In  It  from  an  American  standSpoint? 

IVIr.  DoDSON.  Entirely- 

The  Chairman.  You  want  to  he  able  to  sell  American  goods  ovttr  there? 

Mr.  DoDSON.  Entirely;  yes,  sir;  if  we  can. 

The  Chairman,  But  I  am  afraid  that  some  of  the  powers  that  you  have 
asl?ed  for  here  go  nuich  further  than  that. 

Mr.  DoDsoN.  It  is  not  so  intended.  All  we  are  seeking  is  the  same  power 
that  our  competitors  have  had.  I  believe  it  is  stated  on  good  anthority  that 
80  per  cent  of  what  they  call  the  good  British  business  that  is  being  handled 
in  China  to-day  is  on  that  class  of  bmdness  where  they  have  become  identified 
with  CJhinese  capital  in  a  private  way,  or  have  had  the  capital  furnished  in  a 
pnbiic  way.  The  British  company  absolutely  takes  this  business  and  you  can 
not  bid  against  it  in  ordinary  circumstances.  I  do  not  insist  that  every 
little  item  is  thrown  there,  but  all  the  major  items  that  inter  into  that  trade 
are  thrown  by  some  hook  or  crook  in  the  same  manntn-  to  their  own  nationals. 
I  have  butted  into  it  several  times.  You  may  talk  of  quality  of  your  goods, 
but  thev  say  von  are  wasting  your  time.  ,  ^ 

The  rH\iK\LAX.  Suppose  it  is  51  per  cent  American  capital  and  49  per  cent 
Cliinese  capital,  the  chances  are  that  a  larger  part  of  the  American  capital 
wouUl  come  from  people  who  have  tte  things  to  sell  in  Ohina  that  are  raamv 
factnred  in  the  United  States,  and  the  interest  of  that  51  per  cent  would  he  not 
so  much  to  make  a  profit  for  the  corporation  as  to  make  a  profit  out  of  the 
sale  of  goods  to  the  corporation.  That  is  one  of  the  difficulties  I  see  in  this 

proposition.  ,  , 

Senator  Braxuk(;kk.  Section  14  of  the  bill  provides: 
It  is  hereby  (le<*larea  to  l)e  the  purposes  of  this  act  (1)  to  promote  trade 
juHl  coiinnerce  with  CMiina  and  create  and  develop  markets  ha  China  for  articles 
of  commerce  exported  from  the  United  Statea" 

\A  ell  ac  cording  to  the  gentleman  of  the  legislative  drafting  bureau,  if  you 
prevent  this  cori>oration  from  exporting  from  CJhhia  to  the  United  States- 
trade  and  commerce  heing  reciprocal  and  iihplyinj?  mutual  buying  and  selling, 
exporting,  and  importing  from  each  other— I  do  not  see  how  you  are  <^om^  to 
nr^ote  trade  and  commerce  with  China  by  simply  exporting  to  them  if  you 
do  not  'lUow  them  to  have  a  mutual  exchange  of  commodities  with  this  countiT- 

Mr  l>i>nsox  T  admit  that  you  have  to  exchange  goods  in  some  measure  t^ 
e^tabli<li  tli*^  now  of  trade.  That  is  what  we  are  desi)erately  trying  to  do  with 
our  siapiuug  ami  other  business  now.   As  Mr.  Eldridge  has  pointed  out,  there 
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is  a  way  of  buying  certain  things  i^m  China  mider  the  bill.  We  want  to 
encourage  by  this  bill  selling  and  baying,  as  I  see  it  I  did  not  draft  the  biU, 

and  I  am  not  familiar  with  what  was  in  the  minds  of  the  committee.  I  know 
that  we  want  to  get  goods  from  China  and  to  ship  goods  to  China,  so  as  reason- 
ably well  to  balance  our  cargo  movement.  We  have  to  buy  if  we  sell.  You 
have  to  load  your  steamers  both  ways  to  get  good  rates.  The  British  company 
in  China  is  both  a  buying  and  selling  company,  and  if  it  can  sell  to  one 
national  it  would  be  willing  to  buy  from  that  national.  It  is  a  reciprocal 
proposition  which  will  eventually  necessarily  be  worked  out,  and  America  must 
adopt  It  ultimately  or  she  is  not  going  to  get  her  share  of  the  trade. 

Senator  BaANPEOEB.  Of  course,  we  Itave  to  allow  for  our  proteM!tion  on  goods 
that  come  from  China,  as  I  understand  it.  It  is  nobody's  intntion  to  prevrat 
goods  coming  to  this  country  from  China  or  Japan,  but  any  d^ree  of  protee- 
tion  Ave  want  we  must  get  by  a  protective  tariff. 

Mr.  DonsoN.  The  tariff  will  be  the  ultimate  protection  of  the  country. 

Senator  Rkande(;kk.  Their  r-itizens,  of  course,  can  not  <1<»  it  by  reason  of  our 
exclusion  act.  We  protect  ourselves  against  their  coujpeting  in  labor  with  us  in 
this  country,  but  we  Iiave  never  sought  to  put  an  embargo  against  all  trade  with 
them.  But  this  bill  does.  This  bill  prevents — if  the  gentleman  who  drew  it  has 
used  his  language  riglit — ^he  says  it  was  the  intention  of  the  House  Judiciary 
Committee  to  prevent  this  corporation  from  exporting  anything  from  Cliina 
into  the  United  States. 

The  Chaibvan.  Our  people  would  be  buying  agracies  liiere  and  Uiey  would 
buy  from  a  corporation  in  China. 

Mr.  DoDsoN.  We  are  buying  vegetable  oils  now  from  a  Japanese  company,  or 
a  Britisli  company  in  China.  ^)ur  big  oil  companies  have  been  going  to  China 
lately  and  trying  to  buy  direct  from  the  Chinese.  We  are  trying  to  offset  that 
foreign  control,  looking  at  it  from  a  steamship  viewpoint — we  are  tiying  to  get 
those  purchases  made  iu  China  by  American  companies  so  we  can  route  it  or 
control  it  and  put  it  on  our  own  ships. 

Senator  Bbandbgek.  If  you  could  have  your  way,  would  you  fix  this  bill  w 
that  this  corporation  might  send  gooods  from  China  into  the  United  Stat^? 

Mr.  DoDsoN.  Every  business  man  woidd  prefer  that 

Senator  Brandegee.  Why  was  it  arranged  differently? 

Mr.  DoDsox.  Mr.  Seitz.  who  i-ei)resented  the  business  men  of  China,  and  who 
imfortunately  is  not  here,  appeared  in  the  meetings  of  the  Judiciary  Connnittee. 
and  from  what  he  said  I  infer  they  reached  these  conclusions  on  what  I  believe 
was  a  compromise  between  what  Mr.  Seitz  asked  primarily  and  what  the  Judi- 
ciary Committee  wanted.  They  were  put  in  as  pi'oposed  liere  to  prevent  any 
abuses.   I  understood  that  indirectly. 

The  Chairman.  If  we  may  pass  from  that  point  for  a  minute,  I  would  like 
to  ask  some  <me  who  prepared  this  bill — assuming  tiiat  under  this  bill  tihe  cor- 
poration to  be  organized  in  China,  or  organised  to  conduct  business  in  China, 
can  directly  or  indirectly  buy  or  sell — buy  goods  from  one  other  country  and 
sell  goods  to  the  people  of  any  other  country — where  is  the  authority  under  our 
Constitution  to  authorize  tbe  incorporation  of  that  kind  of  concern?  Have  we 
any  other  authority  than  to  reguhite  foreign  commerce  or  commerce  of  foreign 
nations? 

Mr.  DoDSoN.  I  am  not  a  lawyer,  Senator,  if  you  are  directing  your  question 
to  me.  I  do  not  think  the  limiting  of  buying  and  selling  to  one  coxmtry  could 
be  done.  Mr.  Lee.  who  drafted  it,  says  that  there  was  something  of  the  kind 
in  the  minds  of  the  Judiciary  Committee.  I  do  not  know  whether  it  can  be 
done  or  not,  but  think  not. 

Senator  Brandeoke.  The  House  report  states,  as  I  i-ememher  it — Shaving  ^nced 
over  it  hurrietUy — that  the  House  committee  considered  the  question  of  the 
constitutional  ix)wer  of  Congress  to  i)ass  this  bill  and  bad  no  doubt  whatever 
of  its  power,  and  perhaps  ^Mr.  Dyer  can  make  some  statement  about  that,  or 
some  one  other  than  a  member  of  the  House  committee. 

Mr.  Dyek,  It  is  stated  hi  the  report  here — and  Mr.  Lee  looked  It  up.  and  1 
think  he  can  answer  that  very  well,  because  he  examined  the  law  very  minutelv. 

Sraator  Brandegeb.  I  would  like  to  hear  about  that,  preceding  it  with  this 
statemrat :  This  question  has  been  mooted  in  the  Judiciary  Committee  of  the 
Senate  several  times,  and  while  we  all  agree  that  thte  country  has  a  rii^t  to 
fix  the  status  of  its  citizens  abroad,  we  are  not  aware  that  Congress  has  ever 
yet  passed  an  act  of  incorporation  tliat  authorized  a  Federal  corporation  for 
the  purpose  exclusively  of  transacting  business.  We  know  abwt  the  bill  for 
the  Pacific  Railroad,  of  course. 
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Mr.  DvKK.  Do  yoii  not  think  the  Edge  law  is  the  same  as  tbi9? 
Senator  Bkaxdegek.  That  is  not  fresh  in  my  mind. 

ilr.  Dyek.  By  the  Edge  hiw  Congress  was  anthorized  to  create  a  rorporatiou 
with  i)ower  to  aid  foreigii  conntries  by  loaninj^  uumey  to  the  credit  of  iUuerican 
merchandise  in  foreign  countries. 

Senatjor  Bkandegee,  My  idea  is  tliis:  Even  wlien  we  built  the  Panama  Canal 
it  operated  through  a  charter  of  the  State  of  New  York,  where  certain  officers 
of  the  Govwmneat  were  officers  and  directors,  but  whenever  they  have  incor- 
porated anything  it  has  been  for  something  involving  to  some  degree  at  least 
a  govermnratal  purpose  to  carry  out  some  power  that  has  been  granted  Con- 
gress under  the  Constitution.  Now.  it  is  not  necessary  to  quote  another  bill 
of  similar  character  to  this  that  Congress  may  have  passed  in  the  hurry  of 
the  last  year  or  two.  Tt  may  he  that  the  Edge  bill  is  unconstitutional.  I  have 
not  given  it.  any  consideration.  But  this  owe  is  informing.  That  was  for  the 
formation  of  a  Government  corporation  tx)  promote  the  purchases  or  something 
of  that  sort. 

The  Chairman.  I  do  not  think  thare  is  any  parallel  between  the  Edge  law 
and  this. 

Senator  Brandsgee.  Neither  do  1.  This  provides  for  a  company,  a  buying 
and  selling  corporation  to  make  mcmey.  Now,  what  is  the  constitutional  au- 
thority for  that? 

Senator  "Walsh  of  Montana,  The  primary  purpose  of  the  Edge  bill  was  to 
permit  corporations  organized  in  this  country  to  export  goods  from  this 
country. 

The  Chairman.  I  assume  that  Congress  has  authority  to  organize  a  corpora- 
tion to  engage  in  commerce  either  between  the  States  or  with  foreign  nations :  T 
think  so,  although  there  are  some  people  who  doubt  that,  because  that  may  be 
said  to  be  the  regulation  of  commerce  between  the  States  or  with  foreign  nations. 
But  assuming  that  tiiis  bill  means  what  Mr.  Lee  says  it  was  intended  to  mean — 
I  think  he  is  right  about  that — it  is  not  a  r^ulation  of  conamerce  with  foreign 
nations  at  all.   It  has  no  relation  to  foreign  commerce  necessarily. 

Mr,  Dy£b.  Under  our  treaty  with  China  we  have  the  right  to  trade  with  that 
count  i-y. 

Senator  Walsh  of  Montana.  Trade  u'ith  that  country.  Senator  Cummins 
made  no  question  about  trade  with  China,  hut  the  point  he  is  making  is  trading 
not  with  China  but  trading  in  China  between  one  Chinaman  and  another  China- 
man. 

Mr.  PowEix.  It  comes  under  our  extraterritorial  status. 
Senator  BRANmoGKE.  But  how  does  it  come  under"  the  Constitution  of  the 
United  States? 

Mr.  PowELX.  We  hare  organized  a  United  States  Ftnleral  District  Court  out 
there  for  hearing  disputes  between  Americans  and  between  Americans  anfl 
Chinese.  Where  an  action  is  brought  by  a  Chinese  against  an  American  it 
comes  before  the  United  States  court. 

The  CHAiRifAN.  You  base  the  constitutionality  of  this  bill  upon  the  treaty 
that  we  have  with  China? 

Mr.  Powell.  Under  our  extraterritorial  rights. 
•  The  Chairman.  You  do  not  claim  that  it  is  a  regulation  of  commerce  with  a 
foreign  nation,  eittier  directly  or  indirectly,  do  you? 

^Ir.  Dyer.  I  think  it  is,  Mr.  Chairman. 

The  Chairman.  If  you  put  it  on  that  treaty,  that  is  one  thing;  and  if  you 
put  it  on  the  Constitution,  that  is  another  proposition. 

^Ir.  PowKT.L.  This  Government  passed  hiws  for  tlie  regulation  of  business  in 
tin*  teri'itory  of  Alaska,  for  the  conduct  of  nuning  and  other  enterprises  in 
Alaska.  We  have  a  United  States  Court  which  was  established  in  Shanghai  in 
1906,  That  court  has  ruled  that  legislation  of  this  Congress  for  the  Territory 
of  Alaska  applies  to  China  under  our  extraterritorial  jurisdiction,  and  that 
opinion  still  stands,  and  we  are  operating  out  there  to  a  c^*taln  extent  under 
the  laws  of  Alaska. 

Senator  Walsh  of  Montana.  That  is  only  l>y  express  provision  of  the  act. 

!Mr.  Powell.  Under  (mv  extraterritorial  status.  In  other  woi'ds,  some  Ameri- 
can companies  in  China  occupy  pretty  nnich  the  same  relation  to  our  Govern- 
ment here  at  home  as  if  they  were  operating  in  the  Alaskan  Territory. 

Senator  Walsh  of  ]Montana.  No ;  that  is  not  it.  The  legislation  for  Alaskq. 
depends  on  an  entirely  diflferent  section  of  the  Constitution,  which  provides  that 
Congress  shall  make  all  necessary  rules  and  regulations  concerning  the  terrl- 
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tory  and  property  of  the  United  States.  So  they  have  the  sjuue  plenary  juris* 
diction  to  lejiislate  for  Ahiska  that  they  have  for  the  District  of  Columbia. 

The  Chaikmax.  i\mh\  we  pass  a  hill  of,  thip  mtt  for  the  organization  of  a 
corporation  to  do  business  in  Enjjhuid? 

Mr.  FowKLL.  N(»:  l)ecause  they  wouhl  there  come  under  the  British  law- 

The  Chairman,  Then  you  would  put  it  under  the  treaty  with  Cliina? 

Mr.  Powell.  China  is  the  only  important  place  where  we  live  under  our  own 
laws. 

The  Chairman.  It  does  not  depend  on  the  Constitution  at  all,  but  only  on 

the  terms  of  our  treaty  with  China. 

Senator  Walsh  of  ^Montana.  As  I  understand,  the  treaty  with  China  simply 
surrenders  the  jui-isdiction  by  China  over  litigated  controvei-sies  to  which  an 
American  citizen  is  a  party,  and  the  treaty  stijailates  that  tlie  Government  of 
the  United  States  may  set  up  in  Cliina  fur  the  purjiose  of  trying  litigation 
to  which  a  citizen  is  a  party. 

Now,  when  we  have  that  kind  of  treaty  with  (  hina— C  liina  stmplv  surrender- 
ing that  right— how  does  that  give  to  the  Conjrress  of  the  United  States  the 
power  to  create  a  corporation  to  do  bnedness  in  €9iina? 

The  Chairman.  Let  us  put  it  differently.  Could  we  pass  a  law  of  tills  sort 
organizing  a  corporation  to  do  business  in  tiie  State  of  New  York? 

Mr.  Dter.  Mr.  Lee  will  answer  your  question,  Mr.  Chairman. 

Senator  Brandegee.  If  he  has  looked  the  matter  up. 

Mr.  Lee.  T  think  Senator  Walsh  is  entirely  correct.  T  have  to  disa^rree  with 
Mr.  Powell  when  he  says  we  have  power  to  legislate  with  respect  to  China  the 
same  as  we  have  with  respect  to  Alaska.  I  think  wliat  ^fr.  Powell  has  in 
'mind  is  this:  Under  the  treaty,  as  the  Senator  says,  the  United  States  court 
in  China  may  handle  certain,  not  alU  but  certain  litigated  cases  involving 
United  States  citiz^is  in  China.  When  we  esteblished  the  court,  under  bur 
power  to  execute  that  treaty,  we  said  that  the  law  that  that  court  should 
apply  to  those  litigated  cases,  should,  lirst,  be  "  the  laws  of  the  United  States," 
and  that  has  been  interpreted  to  mean  particidar  statutes  of  the  Congress  of 
the  United  States,  either  ireneral  in  operation,  or  limited  in  locality  to  Alaska, 
the  District  of  Columl)ia,  Hawaii,  or  the  Philippines.  So.  in  a  particular  case, 
if  the  court  has  not  found  that  there  is  any  law  of  the  United  States  of  general 
application  covering  the  specific  controversies  in  question,  it  will  go  to  the 
District  of  Columbia  Code,  for  instance,  and  see  if  there  is  an  analagous  prin- 
ciple there.  Thus,  as  I  understand  it  the  court  has  under  con^deration  the 
incorporation  of  companies  by  it  in  accordance  with  the  District  of  Columbia 
incorporation  laws.  Second,  where  the  laws  of  the  United  States  "are  not 
adapted  to  the  object  or  are  deficient  in  the  provisions  necessary  to  furnish 
suitable  remedies,  the  conunon  law.  including  equity  and  admiralty' "  is  to  be 
applied.    It  is  a  very  anamalous  situation. 

Senator  Brandegee.  But  what  relevancy  has  it? 

Mr.  Lee.  It  shows  that  the  power  to  provide  law  for  our  courts  in  China  in 
the  execution  of  our  treaties  is  unrelated  to  the  powers  to  legislate  In  r*^ 
spect  to  territory  over  which  the  tJnited  States  is  the  exclusive  sovereign,  as 
the  District  of  Columbia  and  Alaska. 

Senator  Bbandegke.  If  the  treaty  can  not  repeal  the  Constitution,  then  we 
can  not  give  Congress  any  power  that  it  did  not  derive  from  the  Constitution. 
Of  course  we  can  pass  laM's  to  determine  the  rights  of  our  citizens  when  they 
are  at  sea  on  ships  and  when  they  are  in  foreign  countries,  but  I  do  not  see 
that  that  has  the  slightest  relevancy. 

Senator  Walsh  of  Montana.  Let  me  call  your  attention  to  the  migratory 
bird  decision.  In  that  case  it  was  held  ttiat  the  act  of  Congress  prohibiting 
the  killing  of  mis^atory  birds  within  the  United  States  was  without  constitu- 
tional authority.  Thereupon  the  United  States  made  a  treaty  with  Great 
Britain  reciprocal  in  America — the  United  States  agreeing  to  protect  migratory 
birds  in  this  country  and  Canada  agreeing  to  protect  migratory  birds  in 
Canada.  Thereupon  the  United  States  passed  an  act  prohibiting  the  killing 
of  migratory  birds  in  the  Unit^  States  and  it  was  sustained  as  constitutional 
by  the  Supreme  Court. 

Senator  Brandegke.  Do  you  think  it  was  constitutional? 

Senator  Wax-sh  of  Montana.  I  have  never  looked  into  it.  I  am  simply-  si>eak- 
ing  of  what  the  Supreme  Court  decided.  So  that  there  seems  to  be  no  doubt 
in  view  of  that  deci£tfon  that  powers  may  be  exercised  by  the  Congress  of  the 
TJnited  States  under  and  pursuant  to  treaty  which  it  would  have  no  power  to 
^laet  In  the  absence  of  the  treaty.  Now,  if  there  viras  something  in  the  treaty 
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With  China  wWch  obligated  tlie  United  States  or  authorized  the  United  States 
to  enact  certain  legislation,  it  might  possibly  be  defensible ;  but  the  mere  fact 
that  we  have  a  treaty  providing  that  certain  litigation  could  come  before  a 
United  States  court  in  China  would,  it  seems  to  me,  afford  no  foundation  what- 
ever for  legislation  by  Congress  creating  a  corporation  to  exercise  powers  there. 

Mr.  rowET.T..  But  at  the  siime  time  Congress  gave  us  that;  they  conceded  that 
to  us  in  the  concession  to  Shanghai. 

Senator  Walsh  of  Montana.  Concession  of  what? 

Ut.  Powkix.  Concession  of  land.  Onr  int^est  in  the  international  settlement 
in  Shanghai  was  based  upon  the  treaty  with  China. 
Senator  Wai.sh  of  Montana.  But  when  Congress  gave  us  the  concession  of 

land  In  Shanghai  

Mr.  Powell.  No;  it  was  by  treaty. 

.Senator  Walsh  of  Montana.  How  would  that  afford  a  foundation  for  the 
creation  of  a  corporation  to  do  business  anywliere  in  China?  The  point  I  am 
getting  at  is  what  provision  there  is  in  the  treaty,  if  tliere  is  any  at  all,  that 
would  afford  .iustitication  for  this  legislation,  assuming  that  otherwise  it  is 
not  authorized  by  the  Constitution. 

Senator  BK\NnKGKK.  To  simply  say  that  the  rttuation  in  China  is  anomalous, 
or  our  authoritv  to  pass  this  general  incorporation  act  for  incoi  poration  in 
China  is  based  on  extraterritoriality— that  means  notliing,  to  my  mind.  1  want 
it  based  on  the  Constitution  of  the  United  States— if  there  is  any  constitutional 
authority.  It  seems  to  be  greatly  in  doubt  whether  we  could  incorpc.rnte 
a  similar  company  to  one  of  these  in  this  country,  simply  to  do  business  in  this 
country,  if  it  was  not  a  regulation  of  commerce — simply  to  incori>orate  a  trading 
company  to  encourage  l)usiness.  I  do  not  know  what  the  authority  for  it  is  in 
tlie  Constitution,  unless  it  is  the  regulation  of  commerce.  Is  that  what  you  base 

it  on — the  commerce  clause?  .  ^.    ^  j. 

Mr  Lek  Let  me  go  one  step  further  and  finish  up  that  matter  of  the  treaty. 
It  is  true,  as  the  Senator  suggests,  that  Congress  may  enact  a  law  to  enforce 
treaties  where  it  could  not  enact  the  law  otherwise,  but  it  seems  to  be  a  veiy 
far  step  to  say  that  the  enforcement  of  our  treaty  relaticms  with  China  necessi- 
tates the  incorporation  of  Federal  companies.  The  Judiciary  Committee  did  not 
assume  to  base  its  position  on  that,  and  I  would  not  attempt  to  do  so  myself. 

Now  the  only  iM)wer  that  1  believe  is  availal)le  is  the  commerce  power,  and 
that  is'  the  power  to  reiiulate  eominerce  among  the  several  States  and  with 
forei'-n  nations.  As  tlie  cliainnan  [Senator  Cummins]  very  pointedly  puts  it— 
and  as  Mr.  Volstead  just  as  aptly  expresses  it— we  have  the  power  under  that 
clause  to  incorporate  companies  for  trade  between  the  United  States  and  China, 
if  not  for  trade  entirely  within  China.  I  am  assuming  now  that  incidental  to 
our  power  to  relate  commerce  axc  may  create  corporations  and  that  such 
DOWer  is  not  limited  to  incorporation  for  governmental  functions  onlj-,  \yhich 
have  been  disputed  points.  I  think  that  probably  now  you  would  find  the 
maioritv  of  constitutional  lawyers— and  certainly  most  of  the  recent  legal 
literature— "supporting  the  proposition  that  we  can  incorporate  for  private  en- 
terprises as  well  as  for  govennnental  enterprises.  Compare,  for  faistance,  th^ 
articles:  Federal  Incorporation,  by  M.  W.  Watkins  (17  Mich.  L.  Bev.,  pp.  64-^, 
i4.-;-lG4  and  23^260);  a  National  Incorporation  Law,  by  H.  L.  Wilgus  (2 
Mich  L  Rev,  358  and  501);  The  Power  of  Congress  to  Enact  Corporation 
Laws,  by  Victor  Morawetz  (26  Harv.  L.  Eev.,  667-88) ;  and  Federal  Incorpora- 

***SiSor^itAWiM«EE.*r)o  you  mean  private  enterprise,  Irrespective  of  whether 

It  r^ulates  commerce  or  not?  ,  .  ^  •  *     *  4.^ 

m.  Lee.  Oh,  no:  private  enterprises  that  fall  withm  the  scope  of  interstate 

commerce,  or  commerce  with  foreign  countries.  ^ 

Now  as  Senator  Cummins  and  Representative  Volstead  pointed  out,  the  in- 
stitutional language  gives  us  the  power  presumably  to  incorporate  for  trade 
between  the  United  States  and  China.  It  does  expressly  say  m  words  coin- 
meree  with  fbreign  nations,"  but  does  not  expressly  say  anything  about  trade 
entirely  within  foreign  nations,  as  China.  Such  trade  does  not  involve  trade 
between-the  two  countries.  It  is  in  some  ways  analogous  to  an  attempt  to 
estabUsh  a  Federal  corporation  for  trade  within  the  State  of  Illinois  in  intra- 
state commerce  only,  as  a  hotel  coriwration  to  operate  in  the  city  of  Chicago. 

Now  apparentlv  those  who  wrote  the  report  of  the  .Tudiciary  Committee  had 
this  in  mind,  if  the  Federal  Government  has  not  the  power  to  regulate  com- 
merce within  China,  the  States  certainly  would  not  have  «.  and  tliere  W 
a  void  in  what  we  very  loosely  call  the  sovereign  powers  of  the  United  States. 
Senator  Brandegee.  Please  state  that  again. 
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Mr.  Jjm.  The  writer  of  the  report  puts  it  as  follows : 

"The  framers  of  the  Constitution  no  doubt  intended  that  all  power  and  • 
intercourae  with  foreign  nations  and  their  citizens  should  rest  with  the  Fed- 
eral Government.    The  power  to  aid  our  citizens  under  circumstances  such  as 
these  would  seem  to  be  an  attribute  of  sovereignty  possessed  by  every  inde- 
pendent nation.    This  power  clearly  does  not  lielong  to  the  States." 

Senator  Brandegee.  What  power  is  he  talking  about  to  aid  our  own  citizaM? 

Mr.  Lee.  He  means  the  power  to  establish  corporations  for  internal  trade 

in  China.  , .  -  ^.         ^.  • 

p  Senator  WAUSH  of  Montana.  Why  is  not  that  withhi  the  power  of  the  State? 

That  is  what  they  have  been  doing.  The  Standard  Oil  Co.  has  been  out  there 
witti  a  State  incorporation  doing  all  this  business,  and  all  these  things  that  you 
now  seek  to  do  by  this  bill.  What  is  the  reason  that  an  incorporation  can  not  be 
organized  under  the  laws  of  the  State  of  West  Virginia  to  do  business  in 

•  China?  ,  ,  ^.  . 

Mr.  Lee.  The  power  of  the  State  to  create  or  exclude  a  corporation  is  an 
exercise  of  its  police  powers,  including  its  power  to  regulate  intrastate  com- 
merce. Tlie  right  of  tbe  State  corporation  ti>  engage  in  interstate  or  foreign 
commerce  is  subject  to  the  power  of  the  United  States  to  regulate  that  com- 
merce, and  many  think  that  this  reguUition  would  include  tlie  power  to  exclude 
entirely  from  the  channels  of  that  commerce.  In  other  words,  the  right  of 
the  State  corporation  to  ^gage  in  interstate  or  forrfgn  commerce,  while  not 
precisely  a  privilege  granted  bv  the  Federal  Government,  is,  nevertheless,  not 
a  right  that  can  be  granted  solely  by  the  State  government,  but  is  subject  to 
Federal  regulation.  In  no  case  has  the  Stiite  the  power  to  regulate 
interstate  or  foreign  commerce  in  the  ab.sence  of  at  least  tacit  consent  by 
the  Federal  Government,  and  the  State  corporations  do  not  engage  therein  by 
virtue  of  anv  power  reserved  to  the  States.  The  State  may  create  a  corpora- 
tion and  permit  it  to  engage  in  interstate  or  foreign  as  well  as  intrastate  com- 
merce if  the  Federal  Government  does  not  prohibit  it  fnnn  doing  so;  but  the 
State  'has  not  the  power  of  itself  to  give  authority  to  any  corporation  created 
by  it  to  engage  in  haterstate  commerce  or  foreign  commerce  whetb^  betweea 
the  United  States  and  China  or  aitirely  within  China. 

The  Chaibman.  Let  me  suggest  this :  They  can  do  that ;  the  States  can 
exercise  that  power.  They  do  exercise  it  with  regard  to  nearly  aU  our  rail- 
roads.  They  organize  under  State  law  and  do  interstate  business. 

Senator  Brandegee.  It  seems  to  me  it  goes  without  saying  that  if  the  State 
can  organize  a  corporation  to  trade  all  over  the  world,  it  can  organtee  it  to 

trade  in  any  part  of  the  world.  ^    ^  ^  ^i.   «  «. 

The  Chairman.  They  do  it,  but  here  is  the  polnt-^ing  back  to  tHe  Suj^^e 
Court.  It  has  decided,  for  hastance,  that  C^mgreas  may  authorize  the  incor- 
poration of  a  raihroad  to  do  business  between  the  States,  or  among  the  States 
in  interstate  commerce,  and  as  incident  to  its  authority  to  transport  goods 
from  one  State  to  another  it  can  also  take  the  authority  to  transport  goods 
within  the  State  to  points  wholly  within  the  State,  and  it  can  do  that  under 
authority  granted  bv  Congress.  But  the  object  of  that  legislation  was  to  create 
a  corpomtion  to  do  business  between  the  States  or  among  the  States,  and  the 

other  falls  as  an  incident  to  it.  ^     ^    t  tv„c»«««- 

I  have  no  doubt  about  our  right  to  organize  a  corporation  to  do  ftusinesB  as 
between  itself  and  the  citizens  of  China.  As  I  understand  it,  they  now  sell  goods 
in  China  and  buy  goods  In  China.  But  that  is  not  the  character  of  the  corpo- 
ration you  propose  here.  You  pn^wse,  in  other  words,  an  American  industrial 
enterprise  for  large  profits,  and  let  it  appear  that  the  purpose  i»  to  do  busmess 

>  wholly  within  China.  ,     ,  ,       .    .  ^  •  ,   ,  i.™* 

M  LEE.  Let  me  answer  that  The  proposition  that  I  have  .lust  hmshed  stat-  . 
ing  is  not  my  proposition.    It  is  a  proposition  that  was  advanced  in  the  com- 
mittee report  by  those  who  wrote  thta  port  of  it.    My  idea  is  theonly 
power  the  Government  has  to  create  corporations  for  inernal  trade  in  Ghiim 

%  is  not  a  power  to  fill  up  what  would  otherwise  be  a  void  in  s^ereigniy,  but  is 

the  power  to  regulate  foreign  commerce.  If  it  can  not  be  brou^t  hi  under  that, 
I  do  not  know  where  it  can  be  broo^t  in. 

Now  you  suggest,  Mr.  Chairman,  that  it  could  be  made  incidental  to  the  power 
to  aigage  in  trade  between  the  two  countries,  but  the  bill  eliminates  for  tlie 
most  part  the  power  of  the  corporation  to  engage  directly  in  trade  between  these 
two  countries  This  point  was  discussed  in  the  committee  and,  as  I  understood 
it,  was  subscribed  to  by  many  of  the  members,  that  the  internal  trade  in  Cbiua 
resulted  in  large  measure  in  trade  between  the  two  countries,  the  United  States 
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♦JH'i J  ill"' ■  ^''i'/  ^'"^  '■".aauiii^i  in  tliMt  Miule  would  stimulate  tliP 

'^^'^  c.untries;  and  that,  cnen  tl.ou^h  v.mTteSSt  he  la 
SBage  "commer^  with  fuiv:},'ii  countries-'  r..  mean  onW  n.nnneiTe  between  the 

If*?"''*?'         "  ^'^'^•^      ^  regulation  of  trade  between   he  two  c^u,^^ 
to  iiK-oi-porate  a  conii>any  engaged  Iii4nternal  trade  in  China  which  resXdS 
the  stimulation  of  trade  between  the  two  countries  ■         lesuitea  m 

Senatoi-  A\  vrsH  of  Montana.  That  would  mean  If  you  exnresslv  forbid  nn 
nupnrrnf  ons  ,Y„n>  the  Tnited  States  by  tbe  ('On^r^iontXand  r^^^^ 
.A<  l;.s>vH.v  to  trade  witinn  China-tbat  is  to  sarif  the  bill  weiSlL^^^ 

inf  to  iS^e  Jo'u'm;  ner^r  f ^  "ot'^ch  attempt- 
counrnes.   ^o  fai  as  the  decisions  are  concerned,  that  is  the  onlv  tvoe  of  cas^ 

^Uen  =in;\i;re!Xsrir-ii- 

Bh^T^  fJSSiS^to  wff  tlJ^Vin"^""        '  think  any  importance 

whTour  c?^Stion^^  determining 

comiit^S*  "  '''^  "  the  theory  of  the 

Senator  Braxdegee.  I  liave  no  doubt  the  theory  of  the  committee  was  tft 
brni^^it  within  the  ronstitution  if  they  could.    I  have  riitttetmOTesSSn  in 
my  nnnd  that  when  we  passed  the  Appalachian  White  Aloiinteto  pSfS^r^ 
""^^'"^fS      ™  ^'^t^^'^-^f  «f  navifjation.  which  was  clearTv  aStt^ 

provision  is  that  the  trade  within  China  promotes  trade 
between  the  two  countries,  and  that  it  is  therefore  a  regulation  of  trade 
between  the  two  countries  to  provide  a  corporation  to  engage  in  trade  withh! 
China  and,  as  Senator  Walsh  points  out,  subdivision  (b)  would  faU  w  h 

the  UnTted'smi.  ^™  ^  ^'^^^  ^ 

J^}^^  CwAm^iA^.  All  of  that  comes  to  this  and  is  based  on  this  idea  alone 
that  if  you  have  a  corporation  with  the  majority  of  stock  held  by  American 
wtS^Sllna?  corporation  in  its  natural  operation  would  promot*  trade 

1^.  Leb.  Yes,  sir. 

The  Ohaibmah.  That  is  the  sole  basis  for  our  authority  ? 
Senator  Bbanddgke.  That  it  is  a  regulation  of  foreign  commerce 
The  Ghaibman.  We  have  to  assume  that  because  they  are  American  citizens 
they  will  want  to  deal  in  American  goods,  and  without  any  requirements  at 

all  they  will  enlarge  or  promote  or  encourage  trade  with  China 

Senator  Beandegee.  Suppose  there  was  no  provision  at  all  as  to  who  the 

directors  or  stockholders  of  the  corporation  would  be? 
The  Chairman.  Then  I  assume  that  the  basis  wuld  drop  out  and  there 

would  not  be  any  authority  for  it. 

Senator  Waxsh  of  Montana.  You  must  follow  that  to  its  logical  conclusion 
Mr.  PowEtL.  As  it  Is  now,  any  person,  American  or  otherwise,  can  organize 
a  company  under  certain  State  laws,  go  to  CMna,  and  do  business  out  there 
under  the  Am^can  flag,  although  there  is  not  one  dollar  of  American  monev  in 
the  thing. 

Seoator  Wai^h  of  Montana.  This  bill  would  not  prevent  that. 
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The  Chairman.  We  could  prevent  that  by  law,  probably. 

Senator  Walsh  of  Montana.  Mr.  Lee,  following  the  line  of  argument  that 
we  have  been  pursuing,  you  would  be  obliged  to  agree,  then,  that  a  bill  might 
be  passed  by  Congress,  providing  for  the  creation  of  a  corporation,  the  majority 
of  the  directors  of  which  were  Am^ican  citissras  to  do  business  anywhere 
outside  of  the  T'nited  States? 

Mr.  Lee.  In  Pviijjlnn'l.  for  instance. 

Senator  Walsh  of  Montana.  Exactly.  Now,  let  ns  follow  that.  Doinsr  In- 
terstate bnsiness  stands  on  exactly  the  same  footinir  as  doin^  foreign  business, 
and  accordingly  Congress  could  organize  a  corporation  to  do  business  any- 
where in  any  State. 

Mr.  Lek.  I  think  there,  Senator,  perhaps,  you  have  not  made  this  distinc- 
tion  

Senator  Walsh  of  Montana.  Ooin?:  back  now  to  the  McCulloch  against  the 
State  of  IMaryland,  it  was  perfectly  foolish  to  make  the  argument  that  was  made 
there,  because  naturally  one  of  your  arjruments  would  be  that  Conjrress  has  a 
riprht  to  organize  a  corporation  to  do  business  anywhere,  because,  no  matter 
what  kind  of  business  it  does  anyw^here,  it  will  tend  to  promote  commerce 
between  th e  se vera  1  S ta  tes. 

Mr.  Lee.  I  do  not  think  that  follows,  in  so  far  as  you  have  in  mind  intrastate 
business,  l>ecanse  there  Congress  has  the  power  to  regulate  interstate  business, 
but  the  power  to  regulate  intrastate  business  is  reserved  to  the  States  by  file 
Constitution. 

Senator  Walsh  of  Montana.  It  is  reserved  to  the  States  only  by  reason  of 
the  fact  that  interstate  commerce  is  driven  to  ronjrress — that  is  all — just  the  same 
as  the  power  to  re^:ulate  foreij^n  commerce  is  given  to  Conprress,  and  if  a 
corporation  can  he  created  under  that  provision  of  the  Tonstiturion  to  enirajre 
in  foreign  commerce  it  by  the  same  process  of  reasoning  can  he  justified  to 
engage  in  interstate  comniei'ce,  and  if  the  creation  of  a  corporation,  the  ma- 
jority of  whose  citizens  can  he  authorised  to  engage  in  foreign  commerce,  why 
can  not  a  corporation  be  created,  a  majority  of  whose  eltbsens  are  Americans, 
to  do  husiness  witbin  any  State? 

Mr.  Lkb.  I  do  not  follow  that  at  all.  Senator.  It  seems  to  me  that  our 
powers  to  regulate  foreign  commerce  are  considerably  broader  in  some  respects 
than  our  powers  to  regulate  interstate  commerce,  and  I  think  that  tlie  fact 
that  yim  have  intrastate  commerce  reserved  to  the  States,  that  then  Con.irress 
can  only  authorize  the  Federal  rjovet'nment  to  enter  upon  intrastate  (Mmtmerce. 
either  directly  or  thi-ough  the  agency  of  the  corporation,  in  so  far  as  ia 
claimed  in  Tlie  Shrevei)ort  Rate  Case  and  those  following  it,  is  incidentally 
necessary  to  the  regulation  of  interstate  commerce. 

Now,  tihe  reason  why  you  might  not  want  to  form  a  ccHix>ration  for  engaging 
in  trade  in  Oreat  Britain  is  that  Great  Britain  es:ercises  certain  rights  that 
it  has  that  China  does  not  e3CCT<4se,  namely,  we  can  not  enter  into  Great 
Britain  and  do  business  in  a  corporate  form  without  reincorporation  under  the 
British  laws,  just  like  a  corporation  of  the  State  of  ^laryland  can  not  do  busi- 
ness in  the  State  of  Virginia  without  receiving  either  consent  to  do  husiness  or 
a  certificate  to  do  business  or  else  becoming  reincorporated  under  the  Virginia 
laws. 

Now,  let  me  explain  one  tinal  view.  As  I  understand  it,  the  Office  of  the 
Soli<»itor  of  the  Department  of  Commerce  has  this  view — I  am  presenting  all 
these  views  in  order  that  they  may  all  be  before  you.  They  feel,  as  I  under- 
stood Mr.  Magle — and  I  want  to  say  that  this  is  <mly  what  I  understood  him  to 
say — I  am  trying  to  present  it  Just  as  correctly  as  I  rememlier  it — they  feel 
that  it  is  a  regulation  of  foreign  commerce  if  we  regidate  commerce  between 
the  citizens  of  the  Ignited  States  and  citizens  of  a  foreign  country,  no  matter 
whether  the  citizens  of  the  United  States  are  within  the  geograpliieal  area 
of  the  United  States  or.  are  within  the  foreign  nation.  That  is  tho  position 
the  department  takes:  and.  of  course,  that  is  one  reason — not  the  oiUy  reason — 
but  one  reason  why  this  corporation  is  declared  a  citizen  of  the  United  States. 
Another  is  so  that  the  protection  of  the  flag  will  fcdlow. 

Senator  Brandbgesc  Do  yon  mean  to  say  that  the  Department  of  Commerce, 
or  th^r  solicitor,  claims  th&t  if  a  man  sets  up  a  jewelry  shop  in  Borne.  Italy, 
and  deals  with  Italians,  tliat  that  is  a  kind  of  foreign  commerce  tfee  Constitu- 
tion of  the  1  nited  States  has  given  us  power  to  regulate? 

Mr.  Lee.  That  is  what  I  mean  to  say  I  understand  the  department  to  say, 
that  that  constitutes  "commerce  with  foreign  nat'ons,"  and  so  far  ns  the 
foreign  nation  i>ermits  is  subject  to  regulation  by  the  Federal  Goveruuieut. 
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The  Chaikmax.  Is  there  anything  farther  to  this  matter  fliat  you  gentl^en 

desire  to  put  before  the  committee? 

Mr.  Er.i)KiDGE.  Mr.  Chaii'man,  I  have  just  one  point.  There  is  another  way 
in  which  these  persons  in  China  could  deal  with  American  iii-nis.  I  under- 
stand it  is  the  puri>ose  of  a  good  many  large  American  corporations  if  this 
act  is  passed  to  transfer  their  China  business — for  instance,  the  British- 
American  Tobacco  Co. — to  transfer  their  China  business  to  a  subsidiary  under 
this  act,  keeping  their  principal  business  with  other  parts  of  the  world  under 
their  Am^can  State  incoi^poration.  So  that  it  would  really  operate  that  the 
parent  corporation  will  deal  with  the  China  corporation  jn&t  as  I  have  already 
pointed  out,  the  China  corporation  could  deal  with  the  ag^t  of  an  American 
comi^nny  for  tlie  purchase  of  American  tobacco.  In  that  the  Standard  Oil  Co. 
would  probably  do  the  same  thing,  and  a  number  of  other  large  corporations 
would  create  subsidiaries  under  this  China  trade  act,  but  would  have  very 
cU)so  connections  with  the  American  corporation  or  the  American  parent  qor- 
l»oration  under  the  State  law,  and  in  that  way  facilitate  trade. 

Senator  Walsh  of  Montana.  That  leads  me  to  inquire  why  do  not  exactly 
the  same  conditions,  except  possibly  in  the  matter  of  degree,  pertain  with  re- 
i^Dect  to  trade  in  Japan. 

Mr.  Eldbidoe.  Because  in  Japan  a  foreign  corporation  operates  under  the 
Japanese  law.  Japan  has  not  delegated  any  authorlly  to  the  United  States  to 
form  corporations. 

Senator  Walsh  of  ^Montana.  But  that  is  merely  a  judicial  matter.  If  a  cor- 
poration wants  to  do  business  in  Japan,  it  organizes  under  State  law  and  does 

business  in  Japan. 

Mr.  Powell.  Subject  to  the  Japanese  law.  We  operate  in  China  under  our 
extra  territorial  rights.  This  bill  would  only  be  good  until  that  time  when  our 
extra  territorial  right  was  given  up,  and  then  w.e  come  under  the  Chinese 
jurisdiction. 

Senator  Walsh  of  Montana.  But  what  difference  does  it  make  whether  you 

(^rate  under  the  United  States  law  or  under  the  Japanese  law  so  far  as  de- 
termining the  question  as  to  whether  the  corporation  should  be  a  State  cor- 
poration or  a  Federal  corporation? 

Mr.  Ei.DRiuGE.  It  makes  no  essential  difference  as  fur  as  the  Japanese  law 

is  concerned. 

Senator  Walsh  of  Montana.  Why  should  it  make  any  difference  as  far  as 
either  law  is  concerned?  Here  is  the  situation:  A  corporation  is  opei'ated  in 
Japan.  It  is  a  corporation  organized  under  the  laws  of  the  State  of  New  York. 
We  have  no  extra  territorial  rights  there  at  all.  If  they  get  into  a  controversy 
of  any  kind  with  the  Japanese,  they  must  determine  that  controversy — ^the  Jap- 
anese courts — and  the  corporation  must  submit  itself  to  that.  It  must,  as 
you  say.  oj^erate  under  Japanese  law.  In  China  it  does  not  have  to  subject 
itself  to  tlie  Chinese  courts;  it  is  answerable  only  in  the  United  States  courts. 
Accordingly,  it  would  seem  to  me  as  though  there  would  be  even  more  occasion 
for  organiz-ntion  under  Federal  charter  in  Japan,  but  it  would  not  have  the  pro- 
tection of  the  United  States  courts. 

Mr.  Eldridge.  There  is  this  difference  in  China,  the  American  court  inter- 
prets tlie  corporation  law  of  the  State  in  which  tihat  corporation  is  organized. 
Now,  in  the  case  of  Nevada,  for  instance,  it  would  be  possible  for  a  corporation 
to  organize  with  $200XX)0  of  paid-up  capital  and  $100,000  paid-up  sto<^. 

In  Japan  a  corporation  could  be  organized  in  three  ways — at  least  Americans 
may  do  business  in  three  ways:  They  may  organize  as  a  Japanese  stock  com- 
pany and  become  to  all  intents  and  purposes  a  Japanese  subject;  they  may  reg- 
ister as  an  American  company.  If  they  register  as  an  American  company,  they 
must  fulfill  certain  primary  obligations.  Those  obligations  Japan  makes  sure 
are  surh  as  to  i>rotect  her  interests.  Now,  in  China  there  is  no  such  regulation. 
As  to  a  corporation  organized  under  a  State  code  in  China,  an  American  court 
would  be  compelled  to  administer  the  law  of  the  State' of  litevada,  for  instance. 

Senator  Waxsh  of  Montana.  Exactly ;  in  China  the  corporation  would  not  only 
be  subject  to  greater  liberties  than  it  would  be  In  Japan,  but  it  would  hav^ 
the  extraordinaiy  privilege  of  not  b^g  subject  to  the  local  courts  at  all  but 
subject  to  the  United  States  courts. 

Air.  Eldmdge.  Yes. 

Senator  Walsh  of  IVIontana.  Now,  if  we  needed  any  additional  powers  it 
would  seem  to  me  the  additional  powers  should  be  granted  them  in  Japan  and  not 
in  China. 
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Mr.  EiJ)RiDGE.  But  that  has  been  abused  in  China  witJi  the  extraterritorial 


Senator  Braitobgee.  Pardon  me,  but  what  the  Senator  wants  to  know  is  if 
the  Federal  incorporation  as  proposed  in  this  bill  is  necessary  to  help  our  cor- 
poration in  China,  why  is  it  not  equally  necessary  to  have  one  in  Japan  to  help 
our  corporation  promote  our  trade  with  Japan? 

Mr.  Eldridge.  Because  the  Japanese  themselves,  in  the  last  analyste,  dictate 
what  sort  of  corporations  shall  come  in. 

Senator  Brandegee.  Why  is  it  not  all  the  more  necessary  for  us  to  have  a  Fed- 
eral corporation  to  promote  trade  with  Japan?  I  do  not  hear  anybody  saying 
that  they  have  to  have  their  Incraie  tax  rdmted  In  order  to  trade  In  Japan,  or 
that  they  have  to  have  a  Federal  charter,  but  they  do  say  as  to  CSiina.  Why  is  it? 

Mr.  Dteb.  Because  no  othCT  country  does  that  in  Japan. 

Senator  Baanubcbeb.  I  have  no  doubt  thwe  is  aosm  diff^^ce,  but  I  want  it 
explained, 

Mr.  Dyer.  It  is  only  in  China  that  Great  Britain  or  any  other  country  ex- 
empts nationals.   They  do  not  do  that  in  Japan. 

Senator  Walsh  of  Montana.  As  far  as  tax  exemptions  are  concerned,  you  can 
give  exemption  to  a  State  corporation  just  the  same  as  to  a  Federal  corporation. 
You  do  not  need  Federal  corporation  to  give  exemption. 

.  Mr.  DonsoN.  In  the  first  place,  there  is  no  uniformity  in  China.  In  Japan 
they  impose  regulations  for  state  incorporations.  There  are  certain  fundamental 
requirements  that  will  be  takei  care  of  by  this  Japanese  law.  In  COiina  you 
have  48  different  varieties  of  organizations. 

Senator  Walsh  of  Montana.  But  you  have  the  same  in  Japan? 

Mr.  DoDSON.  But  here  is  the  difference,  there  is  no  regulatory  power.  Let 
me  give  you  one  instance  that  was  cited  by  Mr.  Seitz.  There  was  one  company 
organized  under  the  law  of  Texas  and  the  same  company  organized  under  the 
law  of  another  State.  Under  the  law  of  Texas  the  company  had  $5,000  capital 
stock.  Under  the  law  of  the  other  State  it  has  about  ^00,000  capital  stock. 
That  <^>eratlon  had  this  rffect:  That  ttie  big,  well-organized  c(mipany  was 
doing  business  w^hen  profits  were  made,  hut  when  trouble  came,  with  losses, 
the  Totus  company,  with  its  little  limited  stock  and  no  liability,  was  the 
company.  It  brought  confusion  to  the  Chinaman's  mind.  He  said  there  was 
no  stability,  that  he  could  not  know  anything  about  the  American  corporations 
because  there  was  no  uniformity.  Every  other  national  comes  to  China  with 
an  absolutely  uniform  act,  and  he  knows  what  it  is,  but  with  us  we  have  eveiY 
variety  under  the  sun,  and  with  no  power  to  protect  the  investment. 

Senator  Walsh  of  Montana.  I  suspect  the  rules  of  law  in  Japan  are  practi- 
cally the  same  as  ours.  We  allow  a  British  corporation  to  come  Into  this 
country  and  trade  here.  Every  State  has  a  statute  requiring  in  the  first  place 
the  filing  of  articles  of  incorporation  and  the  appointment  of  an  a^^t  upon 
whom  service  of  process  can  be  made.   What  more  is  there  in  Japan? 

Mr.  DonsoN.  The  ^?econd  point  is  this:  We  want  to  iret  tlie  Chinainen  t(»  in- 
vest with  us  in  business  there.  There  is  that  reirnlntiou  (»f  ptverniiieni  in  Japan 
that  we  are  contendinc:  for  in  China.  If  ynu  arc  ixo'uvj:  to  invest  in  a  (-(aapany 
in  Japan  such  a  company  as  the  Oeneral  Electric  Co.,  ihey  inai<e  il  necessary 
for  the  Japanese  to  itarticipate,  an<l  everything  is  done  under  the  Japanese  law. 
If  you  go  into  China  you  have  this  confusion  to  which  I  have  referred  and  no 
control. 

Senator  Wai^h  of  Montana.  But  here  is  a  company  that  is  ihniv^  business 
in  Japan  and  it  wants  to  come  over  into  China  and  do  busln*  ss  there.  Why 
should  not  the  same  people  do  business  in  Japan  under  a  eliarter  irranted  by 
the  State  of  California,  or  orjranized  under  tlu^  State  of  ( ^alifin-nia,  while  when 
it  goes  into  China  to  do  bus-iness  it  has  t(t  have  a  Feileral  <-!iarter? 

Mr.  DoDSON.  The  proposed  Federal  bill  is  so  thai  they  will  know  rlieiv  is  <»ne 
uniform  chartering  provision  and  if  they  will  follow  ihat  Hie  Chinanuin  is 
guaranteed  that  there  is  a  fixed  regulating  control  and  power  which  will  pro- 
tect him  in  his  investment 

Senator  Wamh  of  Montana.  The  company  has  standing  enough  to  acquire 
the  confidence  of  the  Gtiinese  people  but  it  has  not  standing  enough  to  acquire 
the  confidence  of  the  Japanese  people* 

Mr.  PowELU  That  ir  because  any  company  doinir  Inisiness  in  Japan  does  not 
do  business  to  any  great  extent  under  its  State  charter^  but  umler  the  Japanese, 
law. 

Senator  Walsh  of  Montana.  When  you  say  it  dt>es  Inis  ness  under  the  Jap- 
anese law,  what  are  the  requirements  there  that  must  be  ol>served ;  whai  liiore 
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than  to  file  its  charter  of  iiitorpci  ation  and  appdint  an  anient  upon  whom  service 
Of  process  can  be  made— what  other  way  is  the  corporation  suhject  to  the 
Japanese  law  different  from  what  it  Is  subjected  to  under  the  ('liine^  law? 

Mr.  DoDsoN  There  was  a  sugar  company  organized  in  Idaho  and  tiiev  wanted 
Japanese  stocl£  subscriptions.  When  the  company  sent  agents  to  Japan  to  get 
subscriptions,  the  Japanese  authorities  investigated  that  company  and  imme- 
diately took  steps  to  set  full  and  complete  information  to  the  prospective  sub- 
scrihers  m  Japtm  of  that  American  sugar  company.  Now.  in  China  you  have 
nothnig  of  that  kind.  They  .iiist  go  loose  and  wild.  The  Chinaman  is  thrown 
on  his  own  resources.  He  has-  no  governmental  protection  and  lie  soon  reaches 
a  conclusion  that  American  companies  are  almost  impossible  unless  thev  are 
such  as  the  Standard  Oil  Co.  or  the  Kritish-Anierican  Tobacco  Co.  It  leads  him 
to  have  senous  doubt  of  the  stability  of  practically  every  new  American  com- 
pany. Thus  we  fall  to  get  jttint  Chinese  investment. 

Mr.  Dyer  Japan  only  has  laws  governing  corporations;  China  has  none. 

Senator  n  alsh  of  Montana.  To  what  laws  do  you  refer? 

yir.  Dyku.  The  same  as  we  have  here,  for  investigation  and  examination  and 
report,  etc.    China  has  nothing  of  that  kind.  ' 

Senator  Walsh  of  Montana.  But  we  do  not  have  any  such  laws  I  do  not 
know  of  any  State  in  the  Union  that  makes  any  investigiition  of  the  character 
or  standing  of  a  corporati(.n  that  is  being  organized  for  the  purpose  of  doing 
busing.   I  do  not  know  of  any  State  in  tiie  rnion  that  requires  anvthing  more 

??  its  articles  of  incorporation  and  the  appointment  of  an  agent 

Mr.  DoDsoN.  If  they  sell  stock  in  our  State  tliey  are  subject  to  the  supervision 
of  the  proper  officials. 

Senator  Walsh  of  Montana.  You  mean  the  blue  sky  law? 

Mr.  DoDsoN.  What  we  want,  Mr.  Chairman,  is  to  get  the  investment  of  the 
<  h.nese  with  us :  but,  as  a  matter  of  fact,  there  now  is  no  protection  for  him  and 
no  safeguard  for  him.  The  wildcat  promoter  can  go  there  and  start  a  com- 
pany  in  which  he  ^^■iU  skin  everybody  who  goes  in  with  him,  because  they  have 
no  supervising  power.  ' 

Senator  Walsh  of  Montana.  Really,  what  you  want  is  a  kind  of  blue  sfcv  law 
applicable  to  corporations  that  undertake  to  do  Inisiness  in  China 

Mr.  DoDsoK.  We  want  uniform  laws.  In  the  first  place,  the  bankers  will  tell 
.vou  that  the  greatest  difficulty  they  have  in  handling  corporation  securities  in 
America  in  the  various  States  is  because  of  the  existing  difficulty  of  keeping 
track  of  all  corporation  laws.  Here  we  have  the  Chinese  people,  who  are  cer- 
tauily  less  mfoi-med  than  the  bankers  of  America,  and  even  the  latter  want 
unifoiimty.  We  want  some  standard  so  that  if  thev  see  that  it  is  an  American 
corporation  they  will  know  that  it  is  something  that  has  character,  and  in  the 
next  place  we  want  protection  against  these  frauds  which  blacken  America's 
name  over  there  and  prevent  any  associated  investment  or  incorporation  with 
us  in  anythhig  that  is  American. 

The  Chahmcak.  The  point  I  have  in  mind  and  on  which  I  desire  some  expla- 
nation IS  section  16,  which  provides : 

"  The  secretary  may  suspend  the  charter  of  a  corporation  whenever,  with  or 
without  examination,  as  provided  in  section  15,  he  becomes  satisfied  that  the 
biisiness  and  affaii-s  of  the  corporation  are  conducted  or  have  been  conducted 
within  the  year  last  i)rece(liiig  in  a  manner  (1)  contrary  to  the  provisions  of 
this  act  or  any  other  law  or  treaty  of  tlie  T'nited  States,  or  of  the  articles  of 
incorporation  or  by-law.^  of  the  corporation,  or  (2)  detrimental  to  the  business 
mterests  and  good  will  of  the  United  States.  * 

Following  that  suspension  the  case  may  go  to  the  court,  but  the  court  finally 
wm  be  called  upon  to  pass  on  the  question  as  to  whether  the  business  of  the 
corporation  has  been  conducted  in  a  manner  detrimental  to  the  business  interests 
and  good  will  of  the  T  iiited  States. 

That  seems  to  me  to  be  the  most  extraordinary  suggestion  I  have  ever  seen 
in  legislation.  I>o  you  think  that  any  sensi1)h' biisiness  man — Chinaman  or 
American — would  put  his  luoncy  in  a  corporiition  with  any  such  power  as  that 
vested  in  the  Secretary  of  Commerce,  or  in  the  coui  rs? 

•Mr.  DODSON.  That  i>rovision  was  co])ied— I  do  not  sav  word  for  word,  but  in 
substance— from  the  Hongkong  ordinances.  It  has  this  purix.se  behind  it:  In 
that  distant  country  the  British  had  found  it  extremely  expedient  to  have  vested 
in  some  reputable  strong  authority  the  power  to  stop  abuses  of  those  things 
Avhich  hurt  the  British  name  and  British  business. 

The  Chairman.  That  is  all  right ;  there  is  no  objection  whatever  to  the 
provision  that  says  if  "  the  affairs  of  the  corporation  are  conducted  or  have 
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been  conducted  within  the  year  last  preceding  in  a  manner  contrary  to  the 
provisions  of  this  act  or  any  other  law  or  treaty  of  the  United  States  or  the 
articles  of  incorporafon  or  by  laws  of  incorporation  "—bnt  when  you  say 
that  the  corporat.on  is  to  be  wound  up,  must  quit  if  the  Secretarv  of  Commewe 
feels  that  it  is  detrimental  to  the  business  interests  of  the  United  States  or 
good  wdl,  I  supiK)se  it  means  good  will  between  the  United  States  and  China— 
and  that  the  court  may  afterwards  be  called  upon  to  pass  upon  that^question 

*®  ™«  t«  furnish  no  security  for  capital  invested  in  a  corporation 
of  tHat  kind.  You  might  just  as  well  turn  it  over  to  the  court  to  sav  "  If 
you  th  nk  this  man  ought  to  be  allowed  to  do  business,  let  him  do  business, 
and  if  you  th  nk  he  ought  not  to  be  allowed-  to  do  business,  shut  him  off " 

witl/sonSodv?*'  ^  to  be  put 

The  Chairman.  The  law  that  is  to  be  administered  either  bv  an  executive 
officer  or  the  court  ought  to  be  definite.  It  ought  not  to  be  submitted  to  the 
mere  judgment  of  the  individual  as  to  whether  a  particular  business  is  detri- 
mental to  the  bus.ness  of  a  country  or  the  good  will  of  the  country.  I  think 
lio  em  will  recognize  that  more  quicklv  than  Mr  Dyer 

Mr.  Dtk«.  I  wm  be  very  glad,  Mr.  Chairman,  to*  have  vou  rewrite  it  -md 
make  such  sugg^ons  as  you  think  would  cover  the  situation  ill  wl  e 
interested  in,  as  far  as  the  House  is  concerned  is  in  not  allowi  g  am  wild'c  ? 
carrying  on  of  business  to  the  detriment  of  the  good  name  of  ttieUn  tid  States 
or  the  interest  of  the  Chinese  people,  and  that  is  the  provision  whidi  we  thoSt 

r^ect^'^^^Hsfact^or;:      '         "^'^^         ^"^^  ^'^^^^  Skt'tM 

^aST^"""  Montana.  I  should  think  that  a  court  would  decline  to 

take  cognzance  of  that  on  the  ground  that  that  is  not  a  iudicial  ouitfS  at  aU 
JJr.  Dyke.  The  court  over  there  takes  cognizance  of    '    *  *"  Qwesnon  at  all. 

qJ!f«25'^t'!l[;ii^n^^  ^'""Zl^  happened  to  get  in  the  bill, 

vides?      ^^"^  The  previous  section  to  that,  on  page  10,  line  6,  pro- 

rolTn'f^  Secretary  of  Commerce  is  authorized  to  prescr  be  and  promulgate  such 

nc?  Is       i"*"*^  '"^'^  ^  «>nfl'<^         the  proSns  of  this 

act,  as  he  deems  necessary  to  carry  into  effect  the  provisions  and  pun»^  of 
t^e  act,  including  the  manner  and  form  in  which  the  corporSn  SkeS 

JSiSTt^rLSr';?.'     ^""^-^  ^ -^-^ 

S"***'^??^!^®  Secretary  of  Commerce  might  think  that  he  was  sriven 
o^^JH^  authority  to  direct  the  activities  of  the  business  f  J  me  o?  Siete 
corporations,  and  issue  any  orders  that  he  thinks  are  necessarv  trcarrv  t^^e 

l^^'l'"''  Wai^m      Montana.  All  right,  Mr.  Hoover  will  exercise  that  nower 

sJ^nSS*^"^**       ^  Secretary  of  Commerce,  however 

act^  oTer  Info  cST  ^""^  ™  "  ""^"^  proWbSon 
^Mr  DonsoN.  Mr.  Volstead  is  duU^rtum  of  the  Judifeiary  Committee  of  the 

Senator  Brandegee.  I  did  not  intend  an  impolite  Inquiry 
fhlLL'^'^.^'^'-^V'^''^.'''     P<>«'^il>ility  also  that  drafters  of  the  bill  had  In  ittlnd 
^J^^i^''^  American  missionaries  who  feared  that  the  American  te^^ 
w^e  gotog  to  move  their  plants  to  China.  ^t^mwicau  orewers 

Sf&tJD^?^A  ?/^3L**LlfL^T^^  explanation,  but  in  section 

well  as^ash    It  sa  ^""'^  ^^^^  ^ 

^J^a^t^f".  shall  be  issued  unless  the  secretary  finds  that  the  nroDeiti..s 
described  and  its  value  stated  in  the  same  manneJ  as  provided  in  9 
and  that  such  value  is  the  fair  market  value  "-now,  thai  is  Sll  rtffl^"  aiS 
is  at  least  equal  to  the  difference  between  25  pet  c5t^  J  the  Si 
and  the  amount  of  cash,  if  any,  so  paid  in."  c«Pii»i  bokv 


8026:1^.^  « 


PBOMOTION  OE  I£AD£  IN 


What  does  that  mean? 

Senator  Bkandkgee.  Is  there  not  a  proviso  somewhei^  that  they  shall  not  do 
business  until  2.1  per  cent  of  the  stock  is  paid  for? 
Mr.  Dykk.  Yes ;  that  is  iu  there. 
The  Chaikman.  It  says: 

'*An  amount  equal  to  2r»  per  cent  of  the  amount  of  capital  stock  has  been  in 
good  faith  subscribed  and  actually  paid  in  cash,  personal  property,  tan^^ible  or 
intangibly  or  real  i)roperty,  and  Is  in  the  custody  of  the  individuals  specified  in 
subdivision  f." 

Now,  you  must  also  find  tliat  if  it  la  paid  in  property,  that  the  property  is  at 

l(*ast  rqxml  to  the  difference  between.  25. per  cent  of  eanital  stock  and  the  amount 
of  cash,  if  any,  so  paid  in.  Does  that  mean  an  aggregate  of  all  the  subscriptions 
that  are  to  be  pai(l  in  property,  or  do  you  mean  that  will  apply  to  an  individual 
who  subscribes — must  he  i>;iy  a  certain  amount  in  cash  and  the  rest  in  property, 
ov  must  at  least  25  per  cent  of  all  the  capital  be  paid  in  cash  and  75  per  cent  in 
property. 

Mr,  DoDsoN.  It  is  intended  to  be  both. 

Senator  Walsh  of  Montana.  It  seems  to  ine  clear.  Senator,  that  25  per  cent  of 
the  capital  stock  must  be  paid  either  in  cash  or  in  property.  It  says : 

"  If  any  part  of  such  payment  is  made  in  property  other  than  cash,  no  charter 
shall  be  issued  unless  the  secretary  finds  that  the  property  is  described  and  its 
value  stated  in  the  same  manner  as  provided  in  section  0.  and  that  such  value  is 
the  market  value,  and  is  at  least  equal  to  the  difference  betwera  25  per  cent  of  the 
capital  stock  and  the  amount  of  cash,  if  any.  so  paid  in." 

If  10  i)er  cent  is  paid  in  cash  and  the  rest  of  the  25  per  cent  is  paid  in  property, 
the  secretary  must  tind  that  that  property  is  of  value  at  least  equal  to  15  per  cent- 
The  Chairman,  But  that  language  is  wholly  nnnecessary  to  work  out  that 
plan,  because  it  says : 

"  The  fact  that  an  amount  equal  to  25  per  cent  of  the  amount  of  capital  stock, 
has  been  in  .^ood  faith  subscribed  and  actually  paid  10  cash,  personal  property, 
tangible  or  intan^^ible,  or  real  property." 

Now.  if  that  is  the  purpose  of  the  language  in  the  latter  part  of  the  para- 
graph, it  is  entirely  imneeessary  because  the  first  part  Qf  the  paragraph  would 
absolutely  require  it. 

Senator  Wai.sh  of  ^Montana.  P^xcept  that  it  tends  to  emphasize  it  by  saying 
that  no  charter  shall  be  issueil  until  the  secretary  shall  have  so  determined.  If 
the  secretary  had  not  so  determined  it  would  be  still  open  to  inquiry  later  on; 
that  is  to  say,  the  purpose  of  that  is  to  require  the  secretary  to  mal^e  a  finding 
before  the  corporation  can  do  business,  or  before  he  will  issue  a  charter  he  must 
make  a  finding  that  the  pro])erty  paid  in  equals  the  differwice  between  the  cash 
paid  in — equal  in  value  to  the  difference  in  cash  paid  in— and  25  per  cent  of  the 
entire  capital  stock.    I  think  it  is  appropriate. 

Senatoi-  Bhaxdkc.kk.  I  think  that  is  fair.  Now,  I  want  to  call  attenti<m  to  the 
fact,  or  to  make  a  l)rief  statement  about  this  for  the  consideration  of  Mr.  Dyer 
and  the  gentlemen  present  in  behalf  of  the  bill. 

Take  page  7,  where  it  provides  in  section  9  that  no  stocks  shall  be  ism^ 
unless  "the  secretary  finds,  and  has  certified  to  the  corporations,  that  such 
value  is  not  more  than  the,  fair  market  value  of  the  property  and  Ib  at  leiftat 
equal  to  the  par  value  of  the  stock  issued  therefor." 

Now,  the  Secretary  o"  Commerce,  with  the  other  powers  that  he  has  in  this 
bill,  is  requiretl  to  tlx  the  valuation  upon  all  the  property  that  is  put  in  against 
the  stock  issue.  The  (piery  in  my  mind  was  whether  or  not  the  condition  of  the 
(Miinese  mind,  being  such  as  has  been  described  here,  wanting  a  Federal  act 
of  incorporation  which  they  ccmld  rely  upon  and  trust — when  they  tind  that  our 
Secretary  of  (\)mmerce,  a  direct  Government  official,  has  guaranteed  or  found 
that  the  proi)ei  ty  of  this  corporation  is  worth  what  it  is  turned  ov&  to  the 
corporation  at,  together  with  the  powers  the  secretary  has  of  relating  ttiese 
corporations,  and  the  Federal  Trade  Commission,  whether  when  these  corpora- 
tions get  into  trouble  with  either  the  natives  of  China  or  with  the  corporations 
of  other  nations  with  whom  they  are  competing  over  there— whether  it  is 
jQOt  going  to  practically  make  it  what  they  will  claim  is  a  moral  obligation  on 
tiie  part  of  this  Government  to  stand  back  of  the  acts  of  these  corporations 
and  the  securities,  antl  the  tinancing  of  then;  whether  it  does  not  tend  to  inter- 
mingle our  Government  with  business  in  a  way  that  we  have  never  as  yet 
deemed  it  wise  public  policy  in  this  country  to  mix  in. 
Mr.  DoDsoN.  The  British  do  that  to-day- 
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Senat(»r  Branuegke.  I  have  no  doubt  the  Rritish  do  do  tlicse  things,  as  it  has 
always  been  the  policy  of  the  British  (Government  in  di^aling  with  its  cohmial 
peoples  in  exph)iting  and  developing  their  foreign  trade  with  semicivili/.ed 
countries  to  get  identified  with  their  great  business  enterprises.  I  i\o  not  know 
but  what  the  Governments  tfaemsdvas  over  there  talce  stock  in  some  of  these 
very  eomimnies ;  whether  this  is  where  we  are  making  a  start  now  on  a  new 
line  of  policy  resulting  In  the  manag^oowt  of  a  limited  series  of  corporations  in 
Asia;  whether  we  want  to  nnx  our  Government — ^the  Secr.^tary  of  ronunerce 
as  a  member  of  the  Bresident's  Cabinet — whctlier  we  want  to  mix  in  tlie  Imsi* 
ness  of  these  corporations  and  their  management  of  tliose  questions  over  iu 
Asia. 

I  am  j)erfectly  willing  to  say  that  I  liave  not  thought  it  out  clearly  ai»d  1 
have  heard  no  word  or-suggestion  or  argument  on  eitiier  side  of  th:^  iiuestion, 
but  there  it  is  in  the  bill. 

Mr.  DoDSON.  The  way  it  came  up  to  that  point  is  this:  They  wanted  some 
d^nifled,  disinterested,  broad-minded  person  to  pass  on  these  very  extensive 
powers  given  lure,  and  wanted  to  rMftove  it  from  the  controversies  and  the 
factional  tights  hually  there. 

Senator  BRANOKtiEE.  I  perfectly  understand  what  nuist  be  their  object  in  in- 
serting into  the  bill  this,  but  nevertheless  you  do  not  answer  my  (|uestion 
whether  it  is  wise  govei'uniental  p(dicy  to  do  it  and  whc^tlier  it  is  wise  n»r  us 
to  put  our  (Jovernment  into  this  stabilizing  and  regulating  and  guiding  of  these 
corporations  who  are  going  to  engage  in  the  ti-ade  struggle  in  Asia. 

Mr.  DonsoN.  One  answer  to  that  Senator,  might  be  that  we  must  do  some- 
thing, and  we  would  i^robably  have  to  go  to  considerable  length  to  give  to  this 
country  an  <»pportunity  to  take  part  in  the  great  trade  of  the  Orient  which  is 
coming,  and  Great  Britain  is  doing  everything  to  do  it,  and  we  are  doing 
nothing  for  our  coinitry. 

Senator  Bkanuegee.  Of  course,  tliat  answer  proceeds  upon  the  theory  that 

whatever  is  necessary  to  do  

Mr.  Dyer.  Pro]>er  safeguards. 

Senator  Brandegee.  To  get  trade  away  from  the  other  i»eoi>le.  our  (;(»vern- 
m^t  ought  to  do,  whether  it  is  wise  American  governmental  pc^licy  or  not  or 
whether  it  invplves  a  new  departure  on  our  part  of  not  I  appreciate  perfectly 
Well  perhaps  our  corporaticms  can  not  c<mipete  with  the  British  and  Japanese 
corporations  uides  we  exempt  them  from  the  corporation  income  tex.  Never- 
theless, I  think  it  would  present  quite  a  question  of  policy  when  this  com- 
menced to  be  debated  upon  the  floor  of  tlie  Senate,  whetluM-  we  are  justified  m 
abating  the  income-tax  requirements  from  these  corporations  or  not. 

Senator  Walsh  of  ]Montana.  As  a  practical* proposition  in  coiuiecrion  with 
this  feature  to  which  Senator  Brandegee  invites  youi*  attention,  tin*  Secretary 
determines  the  value  of  this  proi>erty  that  goes  h»to  the  corporation.  It  is  not 
at  all  likely  that  many  of  these  con^orations  in  organizing  will  take  over  Chinese 
properties.  Now,  the  Secretary  of  Commerce  obviously  can  not  determine  in 
any  accurate  kind  of  a  way  the  property  over  in  China.  I  see  he  is  anthorized 
to  appoint  agents. 

Mr.  Powell.  He  has  agents  there  now,  commercial  attaches. 

Senator  Walsh  of  IVIontana.  And  this  commercial  attache  tixos  the  value 
of  the  property.  It  does  not  mean  the  Secretary  of  Commerce,  but  it  means  some 
agent  out  in  China. 

Mr.  DoDsox.  It  (Hmtemplates  the  establishment  of  regular  machinery  to  do 
that  in  a  i»roper  business  way.  Of  course,  as  the  Senator  suggests,  it  would 
be  under  the  sanction  of  the  Secretary  of  Commerce, 

^nator  Bbandbqee.  Nevertheless,  that  does  not  relieve  the  situation  any. 

Senator  Walsh  of  Montana.  It  simidy  accentuates  the  point  Senator  Brande- 
gee was  making.  Some  of  our  agents  out  in  China  have  not  done  us  any  great 
degree  of  credit,  and  it  is  possible  that  one  of  these  will  be  passing  upon  the 
adequacy  of  these  securities,  and  he  will  pass  thcin  by,  and  all  the  evils  you 
now  experience  you  will  eA:perience  aga'n.  Thar  is.  then^  will  be  corporations 
floated  over  there  on  watered  stfMk.  and,  as  Senator  Bi*andegee  suggests,  tlie 
Government  will  in  a  measure  be  held  resi»onsible. 

Mr.  D(»nsOi\.  AVell,  as  to  that  responsibility.  I  do  not  see  how  you  can  obviate 
that  any  more  than  wnen  exercised  by  a  govei'nniental  function  by  the  other 
powers,  and  they  do  not  attach  governmental  responsibility  to  their  woA.  It 
seems  to  me  the  Chinese  would  understand  that.  The  only  point  of  difference 
the  Senator  brings  up,  it  goes  directly  to  a  Calolnet  officer  instead  of  a  court. 
It  would  have  to  be  exercised  by  some  power  if  we  are  going  to  get  away  tram 
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these  abuses  wliicli  we  are  seeking?  to  ;ret  relief  from,  and  we  are  seeking  to  get 
it  from  the  highest  and  most  fair-minded  power  we  can. 

Senator  Walsh  of  Montana.  The  point  is  you  are  not  getting  it,  because,  aii 
indicated,  the  St^cretary  himself  will  not  do  the  work. 

Mr.  DODSOI7.  Still  his  representatives.  Senator,  are  absolutely  subject  to  the 
order  of  the  Secretary. 

Senator  Walsh  of  Montana.  But  you  imderstand  that  Ohina  is  some  ^ 
eight  thousand  miles  away. 

M\\  DoDsox.  We  are  tiyinu  to  strengthen  the  standing  of  those  emissaries  of 
111**  Ameiicau  (iovtM-nnient  over  there.  We  knoAv  we  nnist  Iiave  more  l)usiness 
there.  Ir  is  a  territory  which  helon.irs  t<»  us  more  in  tVrei^i  trade  than  it  d(»es 
t<»  any  otluM*  nation,  and  we  want  to  strengthen  it.  Instead  of  havin^^  tlie  men 
who  failed  in  the  |  ast,  we  want  to  stren.uthen  them  and  build  them  up  until 
thej-  have  a  reputation  which  we  hold  is  in  keeiang  with  the  reputation  of  the 
United  States. 

Senator  Brandegee.  Shouldn't  they  be  built  up  and  made  competent  before 
beinj^  n^uired  to  exercise  this  tremendous  power? 

Mr,  Dykr.  We  have,  Senator,  over  theie  now  some  very  conscientious  and 

rihle  men.  I  ajrree  from  what  I  saw  that  there  can  he  improvement  ma<le  in 
the  Diplomatic  and  Considar  Service  in  the  Orient,  but  we  do  imve  some  very 
extraordinary  and  ^m)(k1  men. 

Senator  llKANUKfii  K.  But  tliey  are  not  under  the  control  of  the  Secretary  of 
Commerce  at  present, 

Mr.  Dyer.  Commercial  attaches. 

Senator  Bkandbqeie.  But  not  under  the  Secretary  of  Commerce. 
Mr.  DoDSON.  On  that  subject  I  might  state  that  the  State  D^^artmeat  has 
been  consulting  with  us  and  has  made  this  suj^gestion — ^that  they  would  like  to 

see  the  ultimate  control,  which  rests  in  the  Tommerce  Department  here,  vested 
in  an  interde|»artniental  conunittee  of  which  the  Secretary  of  the  Department  of 
Commerce  was  chairman.  That  request  was  made  of  us  yesterday.  I  mean,  it 
was  i)ut  ui)  to  us.  They  said  they  would  not  interiK)se  it  as  an  objection  to 
this  bill,  hut  they  helieve  it  would  be  better  tliat  a  hoard  of  three,  representing, 
first,  the  Secretary  of  the  Department  of  Commerce  as  chairman,  the  State 
Department,  and  the  Federal  Trade  Commission,  c<mstitute  a  definite  appellant 
board  to  exercise  these  very  powerful  provisions  of  the  law.  They  said  they 
would  look  upon  that  as  a  better  and  safer  provision.  That  would  oot,  how- 
ever, get  aw;iy  from  the  Senator's  objecti<m  as  to  govenUD^tftl  poU^. 
Seiuitor  1>!;axdk(;kk.  Or  involving  the  Government. 

:Mr.  DousuN.  But  I  think  the  practice  in  tlie  past  with  the  other  n^tious  mm 

there  

Senator  Walsh  of  Montana.  Another  way  to  do  it  and  a  very  ]»ropery  way  is 
to  require  the  stock  of  the  corporation  to  be  paid  up  in  cash  in  money,  and 
then  you  do  not  have  to  have  governmental  supervision  or  governmental  adjudi- " 
cation  about  the  value  of  the  property.  That  is  what  it  ought  to  be  anyway. 

Senator  Brandegee.  What  authority  is  there  for  giving  or  for  attempting  to 
give  to  the  Secretary  of  C<mimerce  the  power  by  subpoena  issued  by  hiim  to 
require  the  attendance  of  witnesses  and  the  production  of  any  books  or  papers 
or  other  evidence  at  any  place,  any  dt^signated  place  of  hearing  in  China?  How 
can  the  Secretary  of  Commerce  sit  lu^re  and  issue  a  suhpiena  to  a  Chinaman  to 
go  fvom  one  place  to  another  in  China  and  compel  him  to  testify  on  any  mutt^' 
that  the  Secretary  of  C  uumerce  wants  to  have  hiin  testify  about? 

Mr.  PowEiiL.  Well,  he  can  not  over  the  Chinese  but  he  can  over  our  own 
nationals,  over  our  own  people. 

Mr.  DoDsoN.  This  is  an  American  company. 

Senator  BRANnK(;EE.  "  For  the  ^cient  administration  of  the  functions  vested 
in  the  Secretary  by  this  act,  he  may  require,  by  subpoena  issued  by  him  or  under 
his  directi(»n,  the  attendance  of  any  witness  and  the  i)roduction  of  any  book, 
paper,  document  or  other  evidence  frpm  Siuy  place  at  uiiy  d^^lgAatf^  S^A^  4yf| 
hearing  in  China." 

INlr.  Dyek.  It  means  only  Americans. 

Senator  Buandegee.  It  does  not  say  so. 

And  it  says  "  or  if  the  witness  is  actually  resident  or  temporarily  sojourning 
outside  of  China,  at  any  designated  place  of  hearing  within  50  miles  of  the 
actual  residence  or  place  of  sojourn  of  such  witness,  and  the  taking  of  a  deposi- 
tion before  any  designated  person  having  power  to  administer  oaths.  In  the* 
case  of  a  deposition  the  testimony  shall  he  reduced  to  writing  by  the  person 
taking  the  deposition  or  upon  liis  direction  and  sliall  tbm  be  subscribed  tQ  bif 
the  deponent" 
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Now,  he  can  require  them  to  pr<»duce  any  books  or  papers  of  any  kind  in  the 
<liscretion  of  the  Secretary  so  long  as  the  Secretary  thinks  it  is  in  the  interest 
of  and  for  the  efficient  adnunistration  of  the  functions  vested  in  the  Secretary, 
in  tlie  administration  of  the  act. 

Chairman  Cumicins.  Without  any  complaint 

Senator  BBANnsGEE.  Without  any  complaint  at  all. 

Now,  tt  aajrg,  "  In  the  case  of  a  depositicm  the  testimony  shall  be  reduced  to 
writiiig  by  the  person  taking  the  dQ>osition  or  under  his  directi<m,  and  shall 
then  be  subscribed  to  by  the  deponent.  The  Secretary  may  administer  oaths 
and  examine  any  witness.  Any  witnesses  summoned  before  the  Secretary  and 
any  witness  whose  deposition  is  taken  shall  be  paid  the  same  fe^  uud  mileage 
as  are  paid  witnesses  in  the  courts  of  the  United  States. 

"  In  the  case  of  failure  to  comply  with  any  subpoena  or  in  the  case  of  the 
contumacy  of  any  witness  appealing  before  the  Secretai'y,  he  may  invoke  the 
aid  of  any  Federal  district  court^' 

Aiid  tb»  t^e  coufft  orders  and  conunits  for  cont^oipt,  and  any  failure  to  obey 
such  order  may  he  punished  by  such  court  as  a  contempt  thereof. 

Chairman  Gumhins.  The  general  manager  of  all  these  corporations? 

Mr.  Dyeb.  It  says  the  couvt  i»ay  pnnisb  them. 

Senator  Brandkgee.  Yes. 

Chairman  Cummins.  I  take  it  that  you  would  not  regard  that  as  very 

essential? 

Senator  Walsh  of  Montana.  No;  but  tliat  has  to  do  with  determining  the 
value  of  the  property. 

Senator  'Brandegiie.  How  is  that? 

Senator  Walsh  of  Montana.  I  think  that  was  in  r^rd  to  determining  the 
value  of  the  propc^. 

Senator  B&4N0B6ee.  Also  to  investigate. 
Mr.  Dyek.  To  Investigate  complaints. 

Chairman  Cusimins.  To  suspend  the  corporation  because  it  might  be  contrary 
to  the  best  interests  of  the  United  States. 

Senator  Brandegkk.  You  see,  under  the  section  you  quoted  the  Secretary 
may  examine  the  hooks  and  orders  of  the  corporation  and  have  the  authority  to 
examine  the  hooks  and  papers. 

Chairman  Cummins.  Now,  is  there  any  other  person  who  appears  here? 

Mr.  Dyer.  Mr.  Beaman  fs  here,  and  I  would  like  to  h^ve  him  speak,  if  you 
gentlemra  decdre  any  information  with  reference  to  the  revenue  section,  with 
which  we  had  a  great  deal  to  do  in  preparing. 

Senator  Brandegee.  It  seems  to  me  that  it  is  couched  in  language  I  can  not 
fully  understand,  hut  the  effect  is  to  ei^npt  thm,  isn't  it? 

Mr.  Dy£B.  To  a  certain  extent. 

STATEMENT  OF  MB.  ilinOl.ETON  REAM  AN,  CHIEF  DRAFTSMAN,  LEGIStATIVE  PBAITING 

SERVICE,  HOUSE  OF  REPRESENTATIVES. 

Mr.  Bbakan.  The  effect  of  this  is  to  exempt  a  corporation  organized  under 
this  act  from  all  income  and  excess-profit  taxes,  provided  they  make  proper 
returns  to  the  Conmiissioner  of  Internal  Revenue,  but  if,  and  only  if,  they  de- 
clared dividends  during  the  taxable  year  up  to  one-third  of  tlieir  net  inecHn^^— ~ 

Senator  Walsh  of  INTontana.  I  do  not  understand  that  at  all. 

Mr.  Ueaman.  Under  tlie  law  stockholders  are  subject  to  tax  on  their  divi- 
dends if  the  corporation  itself  is  not  taxable.  If  the  con^oration  is  taxable,  the 
individual  stockh(»lder  is  exempt  from  tax  for  the  purpose  of  the  normal  tax. 
Now,  here  is  the  Cliiua  Trade  Corporation,  of  which  at  least  51  per  cent  must 
be  American  owned.  The  corporation  income  itself  is  exempt  from  the  income 
and  excess-profits  taxes,  but  the  dividends,  when  distributed  into  the  hands 
<rf  American  stockholders,  are  subject  to  tax;  and  this  provides  that  the  cor- 
poration itself  does  not  get  the  exempti<m  unless  at  least  one-third  of  its  net 
income  is  paid  out  in  dividends.  Of  course,  if  more  is  paid  out  it  w^ould  be 
taxed  in  the  hands  of  the  stockholders,  but  this  is  to  assure  that  one-thhrd  of 
the  net  income  will  he  distributed  in  dividends. 

Senator  Rrandkgek.  That  is,  the  oor]>oration  is  entirely  exempt? 

Mr.  Beaman.  Except  In  the  further  case  that  if  it  derives  as  much  as  5  per 
cent  or  more  of  its  gross  income  from  sources  w  ithin  the  United  States,  then  it 
loses  its  exemption  entirely. 

S^tor  Bbandbqkk.  But,  inasmuch  as  its  entire  business  is  to  be  transacted 
in  China,  Itm  whole  income  would  be  derived  there. 
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Mr,  Beaman.  Of  coarse,  that  was  put  in  to  cover  the  cases  where  it  is  provided 
on  page  3  of  the  ¥U,  the  corporation  "may  do  in  the  United  States  "  any  act 
which  is  approved  By  the  Secretary  as  necessary  to.  a  business  it  is  authorizea 

to  engage  in.  .  . 

The  5  per  cent  provision  is  simply  to  protect  the  Government  agumst  the  eva- 
sion of  our  tax  laws  bv  the  corporatit)n  under  the  act. 

Another  condition  of  the  exemption  is  that  the  Secretary  of  Commerce  <»r- 
titles  to  the  commissioner  that  during  the  year  the  eorporatioln  has  compUed 
with  all  tlie  provisions  of  the  act.  The  rest  of  the  amendments  are  i^ply  formal 
amendments  to  the  revenue  act  made  necessary  by  tttat  first  ^^ption. 

Chairman  Cummins.  Don't  you  think  that  is  a  rather  dangerous  precedent  to 
establish,  Mr.  Dyer?  Suppose  that  in  ordw  to  compete  in  Great  Britain,  in  Ger- 
many in  France,  in  Russia,  or  anywhere  else  where  we  iiiifiht  be  doms  business 
or  where  our  people  might  be  doing  business,  it  was  fouund  necessary  to  re<luce 
even-body  to  even  terms ;  that  we  took  off  the  tax  of  the  American  company  or 
the  American  individual.  T.lmt  would  be  rather  a  serious  innovation  of  our 
tax  law. 

Mr.  Dyer.  That  does  not  apply  except  to  China.  - 
Chairman  Cummins.  Great  Britain  has  done  that  ia  China,  you  myl 
Mr.  Dyer.  Yes,  sir. 

Chairman  Ctjmmins.  And  we  have  to  meet  tli«u? 

Chairman  Cuaimins.  Now,  suppose  Great  Britain  would  do  it  in  Germany  and 
would  do  it  in  Russia,  and  A\  ould  do  it  everywhere  else  in  order  to  sell  her  goods ; 
we  could  not  follow  here  in  that  respect,  could  we?  ^  '    ^        ,  - 

air  Dyer  The  Treasurv  Department,  as  1  understand  It  from  what  they  told 
us  when  we  were  before  them,  favor  a  policy  and  favor  general  leglslatiOII 
which  thev  are  submitting  to  the  Committee  on  Ways  and  Means  as  to  an  exemp- 
tion to  corporations  generally  with  rfl*er«ace  to  its  foreign  trade. 

Chairman  Cummin*.  So  otff  taxes  are  heavlw  than  Great  Britam?  We  can 
not  consider  exempting  our  cbffioratioi»iiir<Mn  our  taxea  In  order  to  meet  the  tax^ 

ing  poli<gr  of  Great  Britain. 

I^ator  Br\ndkgee.  Even  if  they  do  exempt  the  corporations  from  income 
taxes  on  that  foreign  trade,  on  that  trade  between  this  country  and  other 
countries,  that  would  not  set  a  precedent,  it  seems  to  me,  nor  a  parallel  to  the 
proposition  to  exempt  these  companies  in  the  t^lii^^se  trade. 

Mr  Dyfu  This  is  only  to  meet  a  condition  which  exists  in  China  and  on  which 
there'  is  the  greatest  opportunity  of  the  nations  for  foreign  trade.  In  other- 
words  America  must  have  foreign  trade.  Of  course,  we  all  realize  that,  and 
the  opportunities  at  other  places  are  very  small  as  compared  to  what  they  are 
in  CMna.  China  Is  a  very  vast  country  and  has  vast  resources  and  is  almost 
untouched  and  unlimited,  and  she  is  beginning  to  develop  and  we  are  getting 
our  lines  of  shipping  out  there  now.  Never  before  have  we  had  shipping  on 
the  Pacific  that  we  have  now.  and  it  is  going  forward  very  rapidly,  ami  we 
must  meet  tho.s"  conditions.  If  American  merchants  and  American  manufac- 
turers are  to  participate  in  that  trade  we  must  meet  those  conditions. 
Senator  Brandecjee.  It  is  just  an  argument  of  necessity. 

Jlr.  Dyer.  Tliat  is  what  it  ia     '  ,  ,    ^  _  ,  

Senator  Brandeoee.  Let  me  ask  yon  tlds  for  the  purpose  of  darifying  my  own 
mind  about  It.  I  do  not  pretend  to  be  an  expert  on  these  commercial  questions. 
I  submit,  of  course,  it  Is  a  good  thing  to  promote  our  foreign  trade ;  but  if  we 
exempt  the  companies  to  be  created  under  this  act  from  the  income  tax,  thereby 
DOSSiblv  increasing  the  amount  of  return  on  the  capital  invested  and  the 
Jimount  of  dividends,  perhaps,  2  or  3  per  cent,  or  at  any  rate,  tlie  Possibility 
of  increasing  them  bv  the  amount  of  the  income  tax  rem.tted.  whatever  it  may 
be  it  makes  a  irreat  inducement  or  it  creates  a  bonus  to  Invest  in  thatparttcu- 
lar  class  of  securities,  which  these  corporations  are  to  issue,  doesa  t  i»--that 
it  is  for  an  investor  an  opportunity  to  Invest  in  a  security  here  which  wdl 
pav  him  3  per  cent ;  or  to  invest  in  a  security,  issued  by  one  of  these  corpora- 
tions, which  would  pay  him  6  per  cent?   Would  it  not  have  a  ^''^"t  .t^":^':";:^' 
draw  capital  out  of  this  country  to  be  invested  in  these  c<.rporati<ms  1  oeated 
in  China  for  the  purpose  of  developing  China  and  not  developuig  the  Luited 

^*Mrr)YKK.  I  do  not  think  so.  Senator.  The  conditions  out  there  are  not  in- 
vitiu^'  to  American  caiutal  at  the  best.  They  have  ^^od  business  tl^re  fw  a 
part  of  the  veai",  for  instance,  and  then,  for  many  months  there  is  nothing 
doing  practically,  and  to  tide  these  things  over  it  requires  a  great  deal  of  capi- 
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tal  and  during  the  business  troubles,  which  have  been  everywhere.  Americana 
out  there  have  lost  a  great  deal  of  money  and  it  is  very  discouragine 

Senator  Bkandegee.  Now,  in  my  reading  of  the  report  and  the' hear  ngs  in 
this  case  before  your  House  committee,  there  is  a  reference  there  to  the  faA-or- 
able  effect  that  this  will  have  upon  the  financial  profits  of  the  great  ba  ker^^and 

are  formed.  Now,  I  am  trying  to  picture  how  this  thing  will  look  when  rhi". 
great  country,  which  you  have  described  with  its  infinite  possibilities,  is  put  at 
the  disposition  of  these  corporations  thei-e  for  them  to  prisecute  their  bJs  .  esJ 
for  the  development  of  that  great  country,  all  sorts  of  contrWte,  and  tE 
great  hnancial  interests  backing  them.  Would  it  not  be  naturS  for  th^  banE 
ng  interests,  HI  the  attempt  to  dispose  of  securities  which  thev  are  fiSlnctag 
to  paintj  m  glowing  colors  to  their  customers  the  fact  that  thev  were^eS 
from  the  income  tax,  and  hence  were  a  very  desirable  securitv,'  and  to  adS 

^^l.^^^^         be  featured  as  a  very  pnmiinent  thing  to  the  investor? 

Ml.  Beaman.  miat  would  be  true;  but,  as  I  tried  to  point  out  a  m..nieat  ago 
taLs' but' surtaxes.''"*  stockholders  are  taxable,  and  not  only  in  normal 

Senator  Braxdegee.  It  would  give  the  securitv  no  preference? 
H.P  rbin'^n,"  ^T'  The  only  object,  as  I  understand  it,  is  to 

fhi^K-i  li  J     "1  to  put  their  money  in.  because  the  corporat'on  is  exempt  and 

iilShVw "\i"r  ^'''"'^^  '^'^"''^  "'^^  ""''i^'t  ^'^  our  ta-xes.  but  the  American 
Stockholder  would  have  to  pay  full  taxes  on  those  dividends,  where  now  he  d^ 
not  pay  any  normal  tax  on  them  at  all. 

th^'murKa^^**  ^^""^  ^^'^^  ultimately 

ve.?eToTeAheTr°^  ^  ^'^d  not  rem- 

•    Mr.  Dyer.  They  have  to  pay  them  if  they  stav  over  there 

Mr.  DoDsoN.  Another  thing:  The  extent  of  the  possible  investment  denends 
Se  Tfair  proflr""'-   """^''^^  ^"""^      ^  counS^^^S^ 

Senator  Bkandboee.  Of  course  not. 

tn^I;  ^'  ^f^.^^^t^  «°  business  we  believe  is  sure 

mnrVp  ?^.."h'^^'*  ^V^I:  eoing  to  make  a  market  for  our  goods  I 

market  tor  the  manufacturer  who  produces  the  goods,  the  manufacturer  who 
produces  the  machinery  to  go  over  there,  and  they  are  going  to  pay  taxi  If 
\ve  are  correct  in  our  hypothesis,  the  American  will  sell  our  goods  there  If  we 
do  not  enact  such  a  bill,  other  nationals  will  sell  their  goods.  If  we  do  not 
create  conditions  to  get  in  right,  we  are  not  going  to  get  anv  apprwilble  ta^S 
*n  the  manufactured  products  of  this  cuntry  going  .Tver  to  Chhia  The  S 
ness  willgo  anyway  to  another  country,  and  we  will  not  get  to  sell  it  and  the 
manufecturer  from  this  country  will  not  produce  it.  In  other  words  we  Ire 
going  to  get  the  business  of  supplying  the  machinery  and  supplying  tiie  goods 
and  keeping  the  machinery  in  shape  and  extending  the  business  and  sellK  a 
large  part  of  the  materials  when  it  is  there  If  we  cTn  get  the  cSte^^m  if 
May  I  touch  (.n  another  point  for  only  a  moment?    I  lust  want  to  sussest  «ia 

lil         ^"^^''1        Pf^-    They  had  a  monopoly  with  those  companies.    Later  on 
'^''T  ^^'i""""t  the  restriction  and  limit/itions  in.p.^ed  bv 

British  monopolies  they  went  in  and.  opened  such  Yankee  firms  as  Kussell  & 
Co.,  Frazar  &  Co.,  Forbes  &  Co.,  etc.   They  had  the  trade  up  to  the  six  es  but 
during  the  war  our  ships  taking  the  trade  out  there  were  swept  from  he  s^is 
privateers,  and  some  of  these  privateers  were  given  aid  and  comfori  by  £ 

Senat(a-  Brandeoee.  You  mean  the  Civil  War? 

iMr.  DoDsoN.  Yes,  sir;  T  mean  the  Civil  War.  '  Now,  for  the  next  o  10  or  1.5 

fr^%i?l"« ').i"K  '''^^^  '^•'•'^  the -China  trade  were  absolutelv  elTa«>ed 

because  we  did  not  have  the  shij.s  to  supply  them,  and  we  did  not 
^""^  T    ^^^"^  *®  Br-tisher  changed  his  .system,  seeing  that  he  could  ot 

conduct  the  business  through  the  monopolies.   He  opened  the  d<  r    ,    s  m  e 

oZ  rf^^'i  *  »t  tl»e  World  War  came    T  en 

o    people  rushed  over  there  in  large  numbers  and  said:  "Here  Is  our  op.  or* 

c  ;uferr..^^fn'lh!.  o -''"l'^  ^"^^r"^  ^""''^  «Wps  available  to  take  our 
our  !onL*l?^^  *;  ""'i  business  back  there."  But  when 

our  people  got  in  tliere  again  they  found  that  we  were  up  against  a  fiiet  tihat 
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tho  Britisher,  profifinj?  by  his  experience  when  lie  tried  to  protect  a  monopoly 
h:ul  crtMi.ted  conditions  and  passed  hxws  that  were  favorable  to  British  trade, 
and  our  i>e<>ple  are  up  against. tliat  now.    So  we  now  ask  for  Uiws  to  meet  tlie 
Br  tish  competition. 

We  ^^ot  a  cablegram  the  other  day  statil^  that  the  Shanjibai  ])vanch  of  the 
Philipi)ine  National  Bank  failed  to  the  extent  <rf  about  $8,000,000  or  8,000,000 
taels.  I  don't  know  whether  it  was  doUara  or  taeta^  Abiny  AmerSiMii  firms 
are  going  under  rapidly.  Our  American  companies  will  have  to  reflhahce  wl& 
Joint  Chinese  investments.  Notlunjr  else  in  the  world  will  enable  us  to  hold  a 
larjre  jvnrt  of  the  trade.  We  will  ,wt  some  of  that  trade  sure.  We  are  going 
to  Li'et  a  part  of  it,  anyhow.  Part  i»f  our  i»rodnc1s  will  sell  ia  any  market,  but 
t<»  go  in  there  and  lake  a  large  part  <d*  it — and  it  laMonus  to  ns  as  much  as 
to  anyone  t^lse,  ex*'epr  possibly  Ja]>an,  because  of-  her  ]>inxiniitv — we  have 
got  to  Ii;i\<»  some  sucli  provision  as  this.  I  am  sure  you  can  get  by  the  diiii- 
culties  of  the  form  of  the  law.  You  unquestionably  nuist  appreciate  that  we 
should  be  able  to  meet  competition  in  that  country  ill  some  Way  or  other  and 
get  back  our  share  of  the  trade. 

Now,  there  is  an  economic  aspect  of  it.  This  Government  aided  a  con- 
sortium. The  administration  thought  it  an  exceedingly  important  thing.  The 
consortium  Avill  never  take  in  a  fraction  of  the  money  that  woiild  come  in 
nndei-  su(  Ij  a  hiw  as  is  iuten^d  here,  for  the  reason  there  are  too  many  political 
dithi  ull  ies.  et<'. 

This  law  W(»uld  take  American  capital  and  American  business  men  and 
American  industry  iido  China  in  large  measure  and  regain  tor  us  what  we 
have  lost  to  other  iieople.  All  we  are  asking  is  just  an  opportunity  to  meet 
those  fellows  over  there  on  something  like  a  fair  competitive  basis,  and  we 
believe  you  people  are  just  as  deeply  interested  as  we  are. 

Senator  Bkanditoee.  As  to  foreign  tra<le,  of  course,  we  want  to  do  that,  but 
whether  we  want  to  put  the  Government  into  it,  as  this  bill  does  through  the 
Secreiary  of  ( ^i!l^n(M'^e.  is  a  different  i)roposition. 

Mr.  rowKi.i  .  A!<tt!U"  (l>at  line  the  Uuittnl  Statf^s  must  lake  the  m<tral  respon- 
sibility for  tile  tliinus  that  art*  going  on  out  tliere.  If  a  iK  taware  comivany 
<»r  an  Iowa  (nuiiiany  or  :i  Wisconsin  conijyany  goes  out  tliere  and  does  things 
iH'i  ou  llie  squ»'ie  and  fails  and  sticks  tlie  Chinese,  we  can  not  escape  that 
responsibility. 

Senator  Brandegke.  These  are  not  legal  claims  against  the  Govenunent; 
nothing  has  been  paid  out  of  our  Treasury  on  account  of  this  responsibility. 
Mr.  PowKLL.  No  claim  has  iMion  msde. 

Seuator  Braxdi  (;kk.  Are  you  talking  of  the  responsibility  moral  or  legal? 
IVIr.  Pow  Fi  T .  Moral.  Why  not  put  the  business  on  a  high  plane  and  take  the 

responsibilil,\  V 

Senator  I>i:am)K(:i  k.  Tt  depends  upon  whetlier  you  want  to  put  the  Government 
int<»  the  husiiK^ss  in  onler  to  get  it  on  the  high  iilatie. 

Semiloi  \V  Ai.sH.  1  guess  that  is  all  we  can  get  from  these  gentlemen. 

Chairnmn  Cummins.  I  think  we  have  your  views  pretty  well  now,  and  we 
w  ill  consider  the  matter. 

Mr.  Dter»  We^U  be  very  glad  to  have  you  gentlemen  offer  any  amendments 
ftot  wiU  make  it  more  safegua^ed. 

(Whereop^  at  ^46  o'clock  p.  ii*,  the  coinmittee  adjourned.) 
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